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IndependenJ Auditor's Report

To the Members of the Utilities Board of Trustees:

Report on the Financial Statements

We have audited the accompanying financial statements of the govemmental activities, the

business type activities and each major fund of the Rock Rapids Municipal Utilities, a component rmit of
the Cily of Rock Rapids, Iowa, as of and fbr the year ended June 30, 2013, and the related notes to the

llnancial statements, which collectively comprise the Utilities' basic financial statements listed in the
table of contents.

Management's Responsibility tbr the Financial Statements

Management is responsible for the preparation and fair presentation ofthese financial statements in
accordance with U.S. generally accepted accounting principles. This includes the design,
implementation and maintenance of intemal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or enor.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Govemment Auditins Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free lrom material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
Utilities' preparation and fair presentation of the financial slatements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness ofthe Utilities' intemal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness ofsignificant
accounting estimates made by management, as well as evaluating the overall presentation ofthe financial
statements.

We believe the audit evidence we have obtained is sulhcient and appropriate to provide a basis for
our audit ooinions.

Phone : (712) 472-2549
Fax : (712) 472-254O

Email : cpas@denoblepc.com



Opinions

As discussed in Note (1) to the financial staternents, m.uragement has not recorded the net other
postemployment benefits (OPEB) liability in the business tlpe activities and the proprietary funds and,
accordingly, has not recorded the corresponding OPEB expense. There are also no disclosures reported
on the OPEB obligation in the notes to the financial statements. Accounting principles generally
accepted in the United States of America require that the net OPEB liability be reported and expensed,
which would increase liabilities and expenses and decrease fund net position of the business type
activities and the proprietary fimds and that certain information/data be disclosed in the notes to the
financial statements in regards to the OPEB. The amount by which this departure would affect the
liabilities, net assets and expenses of the business type activities and the proprietary funds and the failure
to report the required OPEB disclosures is not reasonably determinable.

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the
financial statsments referred to above do not present fairly, in all material respects, the respective
financial position of the business type activities and each major proprietary fund of the Rock Rapids
Municipal Utilities, a component unit of the City of Rock Rapids, Iowa, at June 30, 2013, and the
respective changes in financial position and cash flows for the year then ended in conformity with U.S.
generally accepted accounting principles.

ln addition, in our opinion, the financial statements refered to above present fairly, in all material
rcspects, the respective financial position of the governmental activities and the govemmental major
fund of the Rock Rapids Municipal Utilities', a component unit of the City of Rock Rapids, Iowa" at

June 30, 2013, and respective changes in financial position for the year then ended in conformity with
U.S. generally accepted accounting principles.

Other Matters

Required Supplernentary lnformation

U.S. generally accepted accounting principles require Managanent's Discussion and Analysis and

the Budgetary Comparison lnformation on pages 5 through 12 and 50 through 52 be presented to

supplement the basic financial statemsnts. Such information, although not a part of the basic financial

statements, is required by the Governmental Accounting Standards Board which considers it to be an

essential part of the financial reporting for placing the basic financial statements in an appropriate,

operational, economic or historical context. We have applied certain limited procedures to the required

supplementary information in accordance with U.S. general accepted auditing standards, which consisted

of inquiries of management about the methods of preparing the information and comparing the

information for consistency with managernent's responses to our inquiries, the basic financial statements

and other knowledge we obtained during our audit of the basic financial statements. We do not express

an opinion or provide any assurance on the required supplementary information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Management has omitted the Schedule of Funding Progress for the Retiree Health Plan that accounting
principles generally accepted in the United States of America require to be presented to supplernent the

basic financial statements. Such missing information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an

essential part of the financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. Our opinion on the basic financial statements is not
affected by this missing information.



Suoplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statsments that
collectively comprise the Rock Rapids Municipal Utilities', a component unit of the City of Rock
Rapids, Iowa" basic financial statements. We previously audited, in accordance with the standards

referred to in the third paragraph of this report, the financial statements for the two fiscal years ended

June 30, 2012 (which are not presented herein) and expressed dual adverse opinions/unqualified
opinions on those financial statements. We expressed dual adverse opinions for the two fiscal years

ended June 30,2012 because managanent did not record the net other posternployment benefits (OPEB)
liability in the business type activities and the proprietary funds and, accordingly, did not record the

corresponding OPEB expense. There were also no disclosures reported on the OPEB obligation in the

notes to the financial statements. Accounting principles generally accepted in the United States of
America required that the net OPEB liability be reported and expensed, which would increase liabilities
and expenses and decrease fund net position of the business tlpe activities and the proprietary funds and

that certain information/data be disclosed in the notes to the financial statements in regards to the OPEB.

The supplementary information included in Schedules I through 16 is presented for purposes of
additional analysis and is not a required part of the basic financial statements. The supplernentary
information is the responsibility of management and was derived from and relates directly to the

underllng accounting and other records used to prepare the financial statements. The information has

been subjected to the auditing procedures applied in the audit of the basic financial statements and

certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prspare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with U.S. generally accepted
auditing standards. Because of the significance of not recording the net OPEB liability and the
corresponding expense in the business type activities and proprietary funds and not reporting disclosures
on the net OPEB obligation in the notes to the financial statements for the fiscal year ended June 30,
2013, it is inappropriate to, and we do not, express an opinion on the supplementary information referred
to above.

Other Reportinq Required by Govemment Auditine Standards

In accordance with Government Auditinq Standards, we have also issued our report dated January
2'7,2014 on our consideration of the Rock Rapids Municipal Utilities' intemal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
intemal control over financial reporting and compliance and the results ofthat testing and not to provide
an opinion on the intemal control over filancial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Govemment Auditine Standards in considering the Rock
Rapids Municipal Utilities' internal control over financial reporting and compliance.

fuW,|wt;rve Cannnstct

De Noble & Company PC
d/b/a De Noble, Austin & Company PC
Certified Public Accountants
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Management's Discussion and Analysis

The Rock Rapids Municipal Utilities provides this Managernent's Discussion and Analysis of its
financial statements. The Rock Rapids Municipal Utilities is a component unit (as determined by criteria
specified by the Governmental Accounting Standards Board) of the City of Rock Rapids. While the
Rock Rapids Municipal Utilities is considered legally separate from the City, there is a financial
benefit/burden relationship between the City and the Utilities, and a relationship such that exclusion
would cause the City of Rock Rapids' financial statements to be misleading or incomplete. This
nanative overview and analysis of the financial activities is for the fiscal year ended June 30,2013. We
encourage readers to consider this information in conjunction with the Utilities' financial staternents,
which follow.

2OI3 FINAI\ICIAL HIGHLIGHTS

. The Utilities' total net position increased 4.7%o duing the fiscal year ended June 30, 2013. The total
net position increased from $15,201,172 to $15,912,249 a $711,077 increase. The governmental
activities net position increased by $ 128 and the business type activities increased by $710,949.

a

The utilities' govemmental activities received a $300,000 USDA grant in the prior fiscal year to
assist in establishing a Revolving Loan Fund. The Revolving Loan Fund eamed $ 128 in interest
income this fiscal year.

The Utilities' business tlpe activities total revenues/special iterns/extraordinary items increased 8.8%
during the fiscal year ended June 3 0, 20 1 3 . The total revenues/special itsrns/extraordinary items
increased from $4,279,360to$4,663,741, a $384,381 increase. The increase is mainly due to an

increase in charges for services and receipt ofa FEMA Disaster Grant.

The Utilities' business type activities total expenses/special items increased 2.6% d,anng the fiscal
year ended June 30,2013. The total expenses increased from $3,852,651 to $3,952,792, a $100,141
increase. The increase is due to increases in operational expense for each utility.

The change in net position for the fiscal year ended June 30, 2013 for each individual Enterprise
Fund was as follows:

Electric Utility
Water Utility
Sewer Utility
Gas Utility

Total

USING TIIIS AIINUAL R-EPORT

g 475,424
139,847

(9,173)
104,851

$ 710,949

The annual report consists ofa series of financial statements and other information, as follows:

The Managernent's Discussion and Analysis introduces the basic financial staternents and
provides an analytical overview ofthe Utilities' financial activities.



The Government-Wide Financial Statements consist of a Staternent of Net Position and a
Statement of Activities. These provide information about the activities of the Utilities as a
whole and present an overall view of the Utilities' finances.

The Fund Financial Statements report the Utilities' operations in more detail than the
Government-Wide Financial Statements by providing information about each of the funds.

The Notes to Financial Staternents provide additional information essential to a full
understanding of the data provided in the basic financial statements.

The Required Supplanentary Information further explains and supports the financial statements

with a comparison of the Utilities' budget for the year.

The Supplementary Information provides detailed comparison information for each existing
Utility for the fiscal year ended June 30,2013, compared to the fiscal years ended June 30,

2012 and2011.

REPORTING THE UTILITIES' FINA}{CIAL ACTIVITIES

Government-Wide Financial Statements

One of the most important questions asked about the Utilities' finances is, "Is the Utilities as a

whole better or worse off as a result of the year's activities?" The Staternent of Net Position and the

Statement of Activities report information which helps answer this question. These staternents include
all assets and liabilities using the accrual basis of accounting and the economic resources measurernent

focus, which is similar to the accounting used by most private sector companies. All of the current
year's revenues and expenses are taken into account, regardless of when cash is received or paid.

The Staternent of Net Position presents all of the Utilities' assets and liabilities, with the
difference between the two reported as "net position". Over time, increases or decreases in the Utilities'
net position may serve as a useful indicator of whether the financial position of the Utilities is improving
or deteriorating.

The Staternent of Activities presents information showing how the Utilities' net position changed

during the most recent fiscal year. All changes in net position are reported as soon as the change occurs,

regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some iterns that will not result in cash flows until future fiscal periods.

The Statement of Net Position and the Statement of Activities report two kinds of activities:

o Govemmental activities include economic development through the Revolving Loan Fund.

. Business type activities include the Electric, Water, Sewer and Gas Utility dspartments. These

activities are financed primarily by user charges.

Fund Financial Statements

The Utilities has two kinds of funds:

(1) The Utilities has a Governmental (Special Revenue) Fund to account for a revolving loan

program that was originally established through $300,000 in funding provided by a "Rural



Economic Development Granf' and a $60,000 matching contribution from the Gas Utility Fund.
This fund is reported using the current financial resources measurement focus and the modified
accrual basis of accounting, which measures cash and all other financial assets that can readily be
converted to cash. The Governmental Fund filancial statsrnents provide a detailed, short-term
view of the Utilities' governmental operation and the basic service it is providing. Governmental
Fund information helps determine whether there are more or fewer financial resources that can be
spent in the near future to finance the Utilities' program.

The required financial statements for the Governmental Fund include a Balance Sheet and a
Statement of Revenues, Expenditures and Changes in Fund Balance.

(2) Proprietary Funds are used to account for the Utilities' Enterprise Funds. These funds report
services for which the Utilities charges customers for the service it provides. Proprietary Funds
are reported in the same way all activities are reported in the Statement of Net Position and the
Statement of Activities. The major difference between the Proprietary Funds and the business
type activities included in the government-wide statements is the detail and additional
information, such as cash flows, provided in the Proprietary Fund statements. The Enterprise
Funds include the Electric, Water, Sewer and Gas Funds, each considered to be a major fund of
the Utilities. The Utilities is responsible for ensuring the assets reported in these funds are used
only for intended purposes and by those to whom the assets belong.

The financial staternents required for the Proprietary Funds include a Statement of Net Position, a
Statement of Revenues, Expenses and Changes in Fund Net Position and a Staternent of Cash
Flows.

GOVERNMENT-WIDE FINAI{CIAL ANALYSIS

As noted emlier, net position may serve over time as a useful indicator of financial position. The

analysis that follows focuses on the changes in the net position for governmental and business type
activities from a year ago.

Govemmental Activities Business Type Activities
Net Position at Year End Net Position at Year End

June 30.2013 June 30.2012 Jnne30.2013 June30.20l2

Current Assets
Restricted Cash
Capital Assets (Net)
Other Assets

Total Assets

Current Liabilities
(Payable from Current Assets)

Current Liabilities
(Payable from Restricted Assets)

2.. Long-Term Liabilities
Total Liabilities

t02,128
0
0

258,000

66,000
0
0

294,000

$ 5,014,454
68,727

t0,526,770

$ 4,926,804
91,238

10,035,535
272.553 262.553

360,128 360,000 15,882,504 15,316,130

241,012

55,209

373,617

67,8930
0

0
0 34.162 33.448

330,383 474,958



Net Position:
Net lnvestment in Capital Assets
Restricted
Unrestricted

Total Net Position

0
360,r28

0

0
360,000

0

10,526,770
13,518

5,01 1,833

10,035,53s
23,34s

4,"182,292

360.128 $ 360.000 $ 1s,5s2,121 $ 14,84r,172

The largest portion of the Utilities' business tlpe activities net position is the net investment in capitai

assets (land, utility plant, transportation equipment, office equipment, tools and safety devices,

communication equipment, meter testing equipment, intangibles and construction work in progress)

(67.7o/o of the business type activities net position total for fiscal year ended June 30, 2013). For fiscal
years ended June 30, 2013 and June 30, 2012,, therc is no capital assets related external debt. Restricted

net position represent resources that are subject to extemal restrictions, constitutional provisions or
anabling legislation on how they can be used (100% of the net position total for governrnantal activities
and 0.1% of the net position total for business type activities for fiscal year ended June 30, 2013).

Umestricted net position, the part of net position that can be used to finance day-to-day operations

without constraints established by debt covenants, legislation or other legal requirernents (32.2o/o of the
net position total for business type activities for fiscal year ended June 30, 2013).

Govemmental Activities Business Type Activities
Change in Net Position

For the Year Ended
June 30.2013 June 30.2012

Change in Net Position
For the Year Ended

June 30.2013 June 30. 2012^
Revenues:

Program Revenues:
Charges for Services

Restricted lnterest
General Revenues:

Gain on Disposal of Capital Assets
Rentals
Customer Penalties/Credit Card Fees
lnterest Income
Gas Rate Case Settlernent
Miscellaneous lncome
lnsurance Proceeds (Ice Storm)

Insurance Settlernent
Construction Support Payment

Total Revenues

Program Expenses:
Electric
Water
Sewer
Gas

Total Expenses

s0$
128

0
0
0
0
0
0
0

0

0
0

g 4,208,124
0

r 7.150
6,880
2,721

93,188
0

)J
3,3s6
5,702
3.176

g 3,730,495
0

750
6,880
2,360

88,983
3,304

649
0

0
0

0
0
0
0
0
0

0

0
0

t28 4,340,350 3,833,42r

0
0
0
0

0
0
0
0

2,154,204
549,218
25r,670
984,979

2,044,8t2
514,108
238,6t9
911,393

3,940.071 3,708.932-.



Special ltems:
USDA-Rural Economic Development
Energy Efficiency & Conservation

Block Grant
Hazard Mitieation Grant

00
00
00

300,000 0

15,509
32,782

( 12,72r)

0

65,219
380,720

( 143,719)Free Community Service (Related

Total Special Iterns

Exhaordinary Itern:
FEMA Disaster Grant (lce

Storm)

Increase in Net Position

Net Position Beginning of Year

Net Position End of Year

0 300.000 35.570 302.220

275,100

128

360,000

300,000

60,000

710,949

14,84t,t72

426,709

14,414,463

360,128 $ 360,000 $ 15,552,12r $ 14,841,172

The "Increase in Net Position" from fiscal year ended June 30,2013, compared to June 30, 2012,

was lower by $(299,872) (-99.9%) in the governmental activities and higher by 9284,240 (66.6%) in the

business type activities. The Utilities total net position (govemmental activities and business type

activities) increased 4.7o/o duing the fiscal year ended June 30,2013. The reason the "lncrease in Net

Position" was down sigrrificantly in the governmental activities was due to the one time USDA-Rural
Economic Development Grant received in the prior fiscal year. The primary reason the amount of
"Increase in Net Position" in the business tlpe activities was higher than last year was the result of
program revenues (increased 5477,629) rising more than program expenses (increased $231,139) and by
receipt of a FEMA Disaster Grant.

INDIVIDUAL MAJOR FT,JND ANALYSN

Revolving Loan Fund (Special Revenue)

The Revolving Loan Fund was established by a $60,000 transfer from the Gas Utility Fund

during fiscal year ended June 30, 201 1. The $60,000 was the Utilities match needed to qualifu in fiscal
year ended June 30, 2012 for a $300,000 "Rural Economic Development Grant" for this fund. The

initial $360,000 was loaned to help in the funding of building a commercial spec building that was sold

on contract to a local businessman. The contract and collateral were assigned to the Utilities. As this

contract is repaid, the Utilities will have money available that can be loaned to area businesses for new

endeavon, to maintain retention or for expansion.

Operating Revenues (Utility Funds)

Electric operating revenues were $2,283,704, q 5218,494 or 10.6Vo from the previous fiscal
year. The increased revenues were the result of increased residential and commercial usage and a rate

increase in July 2012.



Water operating revenues were $678,690, up $140,553 or 26.10/o from the previous fiscal year,

due mainly to an increase in water rates during the fiscal year and in sales to Lyon and Sioux Rural

Water System, lnc.

Sewer operating revenues were $242,318, up $6,216 or 2.60/o from the previous fiscal year,

which was comparable.

Gas operating revenues were $1,003,412, up $112,366 or 12.6%o from the previous fiscal year,

due mainly to an increase in the volume of commodity sales sold.

Operating Expenses (Utility Funds)

Electric operating expenses were $2,153,979, up $109,380 or 5.3o/o from last fiscal year, due

primarily to an increase in purchased powsr costs.

Water operating expenses were $496,209, up $15,633 or 3.3% from last fiscal year, due primarily
to an increase in purchased water from Lewis & Clark Regional Water System, [nc.

Sewer operating expenses werc $248,927, up $13,812 or 5.9% from last fiscal year, due primarily
to an increase in processing expenses.

Gas operating expenses were $984,685, up $73,557 or 8.1%o from last fiscal year, due primarily
to an increase in the volume of commoditv ourchases.

Net Position (Utility Funds)

The Electric Fund, which accounts for the operation and maintenance of the electric systern,
ended fiscal yeu 2013 with a $6,653,699 net position balance compared to the prior year ending net
position balance of $6,178,275 ($47 5,424 increase or 7.7o/o). The prior fiscal year change was an
increase of $343,925. Besides the increase in operating revenues exceeding the increase in operating
expenses, the Utilities had grant income of $323,391 (Energy Efficiency and Conservation Block Grant,
Hazard Mitigation Grant Program, FEMA Disaster Grant).

The Water Fund, which accounts for the operation and maintenance of the water systern, ended
fiscal year 2013 with a $3,057,739 net position balance compared to the prior year ending net position
balance of $2,917,892 ($139,847 increase or 4.8%o). The prior fiscal year change was an increase of
$25,385. The change in net position was more than last fiscal year due to the change in operating
revenues was higher than the change in operating expenses.

The Sewer Fund, which accounts for the operation and maintenance ofthe sewer systern, ended
fiscal year 2013 with a $1,056,133 net position balance compared to the prior year ending net position
balance of$1,065,306 ($9,173 decrease or 0.90lo). The prior fiscal year change was a decrease of$2,334.

The Gas Fund, which accounts for the operation and maintenance of the gas systern, ended fiscal
year 2013 with a $4,784,550 net position balance compared to the prior year ending net position balance
of $4,679,699 ($104,851 insrease or 2.2o/o). The prior fiscal year change was an increase of $59,733.

l0



BUDGETARY IIIGHLIGIITS

During fiscal year anded June 30, 2013, the Rock Rapids Municipal Utilities amended its budget
one time on May 28, 2013. The Utilities increased disbursements by $875,000 ($175,000 to carry Lyon
and Sioux Rural Water System, Inc. debt until the end of calendar year 2013 and $700,000 for April
storm damage repair to electrical hansmission line) and kept receipts the same.

Receipts came in $34,725 under the amended budget. Use of money and property came in
$98,580 over budget, intergovemmental revenues came in $399,518 over budget, charges for service
came in $539,356 under budget and miscellaneous receipts came in $6,533 over budget. The breakdown
of the charges for service by Utility is as follows: the Electric Fund receipts came in $255,665 under
budget, the Water Fund came in $5,020 over budget, the Sewer Fund came in $3,563 under budget and
the Gas Fund came in $285,148 under budget. Other financing sources came in $17,150 over the
amended budget. The Utilities budgets on the cash basis but maintains its records on an accrual basis;

therefore, accurate cash basis budgeting is a challenge for the Utilities.

Disbursements came in $867 ,922 under the amended budget. The Electric Fund came in
$684,062 under budget, the Water Fund came in $95,533 over budget, the Sewer Fund came in $2,426
under budget, the Gas Fund came in $276,967 under budget and the Revolving Loan Fund came in at

budget.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

Please see Note (8) to the financial staternents for more information about the Utilities' capital

assets and related depreciation. The major additions during the fiscal year were for utility plant' a Chely

Colorado pickup and a new computer system. Utility plant additions were for Electric (line

improvements, 69 KV line and major transmission line repairs), Water (we1l improvanents, media filter,

Greene Street expansion and the Hawkins Development), Sewer (haz mat project and two submersible

pumps) and Gas (line improvements).

Construction in progress at June 30, 2013 consists primarily of an electric substation project, a

Lewis & Clark Dove Avenue water line project and a sewer Scada system improvernents project.

Long-Term Debt

The Utilities did not have any extemal long-term debt outstanding at June 30,2013. Please see

Note (3) for internal long-term loans made from the Gas Fund to the Water and Sewer Funds.

f,,CONOMIC FACTORS

The Electric Utility is expected to see an upward pressure on electric purchased costs while
incurring a leveling of electric demand by its customers. Successful energy efficient programs have

caused the use by our customers to level off. RRMU's supplemental provider plans on increasing its

ll



rates in the coming year, and the threat of drought and low water levels on the Missouri River could
cause WAPA to implement a drought adder.

The Water Utility implemented a water rate increase in fiscal year 'l2l' 13 to fund systan
improvernents and to acquire water source expansion. The extra source of water allowed increased
sales to Lyon and Sioux Rural Water Systern, Inc., the Water Utility's largest customer. The Utilities is
looking at additional opportunities that would require long-term debt financing in the coming year if the
decision is made to move forward.

The Sewer Utility operations implemented a rate increase in fiscal yer'121'13 that was used to
finance daily operations. The inveshnent in infrastructure in the near future that will be supplemented
by a FEMA gant may put pressure to raise the sewer rates once again.

The Gas Utility is expected to see base rates remain flat in the coming year. The Gas Utility will
look for opportunities to spread its variable costs across additional sales.

The Revolving Loan Fund will collect payments on its outstanding loan until it has enough cash
available to consider additional lending opportunities. The Utilities looks to expand this program in the
coming year as it continues to foster economic development in its service territory.

CONTACTING THE UTILITIES' FINANCIAL MANAGEMENT

This financial report is designed to provide our customers and entities we have dealings with a
general overview of the Utilities' finances and activities. If you have questions. about this report or need
additional financial information, contact Jim Hoye, General Manager, 310 s. 3n' St., Rock Rapids, Iowa.
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A Component Unit of the City of Rock Rapids
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Exhibit A
Rodr Rapits Municipal UtilitieE

A Component Unit ofthe City of Rock Rapids

Stst ent ofNd Fodtion

June 30, 2013

Assets

Current Assets:
Cash

Certificates ofDeposit
Accouts Receivable

Due From Ofter Govemmorb (Rdded Pady)
Due From Othq Govemments

Intere$ Receivable

Notes Recei\"ble - Rock Rapids Development Corporation
Note Receirable - Rck Rapids hrsiness
Notes Receil,able - Housing Dq/€lopment Incantive Program
Note Recei!"ble - Llon & Sioux RuralWater System,Inc.
Inveniory
Prcpaid Expenses
Total Current Assets

R€strict€d Cash:
Customer Deposits

Dereciation Reserves

Total Restricted Cash

C&pitsl AsEets:

Iand
Utility Plant
Trarsportation quipnrent
OIfice Euipnrnt
Tools and Safety Devices
Communicdion &uipment
Mdq Testing Equipment
Irtangibles
Total Cq ital Asscs (Be fqe W.I.P.)
I-ess: Acclmrlated DeprEciaion/Amortizatiqr
Capital Assets Na (Before W.LP.)
Co nstruction Work in Progress

N€t Ctpitrl Assets

Other Assets:

Not€s Recei!"ble - Rock Rapids Dwelopm€nt Corpordion
Note Receivable - Rock Rapids Business

Note Recei!"ble - Housing Devclqment Incantive Program
Total Oth€r Assrts

Total Alsets

Business Tlpe
Activfies Total

66,t28
0

0

0
0

0

0

36,000

0

0

0

0
102,128 s,0t4,49 5,116,582

Cj()vernrental
Activities

0

0

1,300,943

2,700,000

282,654

7 ,535
291,153

t4,023
6,000

0

10,000

160,972

166,193
'74.98r

55,2@

13,518

68;127

t'tg,08'7
t7552,M7

318,7A
36,536

233,226

6,949

2t,q3
1.087,634

t9A36,r2s
(9,717 ,514)
9,'118,611

808,159

10,526,n0

1,36',1,071,

2,700,000

282,654
'1,s35

291,153

14,023

6,000

36,000
10,000

rffi,972
166,t93
74.981

55,209

68.72't

179,08'l
17,552,M7

318,723

36,s36

233,226

6,949

21,903
1,087,634

19,436,125
(9.717,5t4\
9,7rE,611

808,159

t0,526,'770

0
0

0

0

0

0

0

0

0
0

0

0 197,553

25 8,000

0

197,553

258,000

25 8,000
75.000 75.000

n2.553 530.553

360,128 15,882,504 t6,242,632
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Exhibit A (Continued)

Rock Repids Muniripal Utilities,
A Componeot Unit ofthe City of Roch Rapils

Stst ment ofNd Podtion

June 30. 2013

C.vertr.mentd
Activities

Business Typ€
Activitics Totd

Lirbflities
Currcnt lirbilities (Prylble Fmm Current Assts):
Accounts Payable

Due to Other Gov€rnnFnts (Related Pafty)
Due to Other GovernnEnts
Constuction Contrads Payable
Accrued vacatior/Cqnp Time Pay

Flex Spanding Plan Papble
Accrued Payroll & Patm[ Uabilities
Uneamed Income

Totd Current Lirbilitic (Payabb From Curr€ Assets)

Liabilfi€s Pryrble Fmm R€st'icted Cash:

Cu$om€r D€posits

Irng -Term tiabilit€s:
Accmed Sick kave Pay

Total Liabililics

Nea Po6ition
Nd Investm€nt in Capital Assts
Restrided for:

Loans to Businesses

Depr€cidion Res€rves

Unrcstdcted

Total Net Pocitbn

38,520 38,520

241,012 24r,012

55,2W 55,2@

34.162

330,383 330,383

0

0
0

0
0

0

0

0

57,533

19,048
16,757

3'7,952
56,010

|,212
13,980

5',1,s33

19,048

16,75'.7

17 05?

56,010

1,212

13,980

r0,s26,7'70

360,12E

l3,5lE
360,128

0

0

0 10,s26,770

0

13,518

5,011,833 5,011,833

_L__--!@,-!2q- -----JlE2pL ----Jjznp-

See Notes to Financial Statements.

t)



Exhibit B
Rock R+i& Muoicipd Utilities

A Componmt Unil of the City of Rock Rrpidg

Strt€mctrt of Activities

ForThe Fkcrl Ye.r Erd€d JuDc 30,2013

Charges for
Erpcn!€s S€rvices

Contributions rnd
R€rtrioted lntere.t

Govemmentd
Activitie$

BusinessTyp€
Activitieg

Functions/Programs:

Covemmental Activities:
Revolving Loa[s

Burinds TypG Activiti€s:
Electnc Utillty
Water Utility
Sewer Utility
Cas Urility

Total Busiftss Tlpe Activities

Tords - R.R.M.U.

G€n€rd Revetrues:

Gain on Disposal ofcapital Assets
Rentals
Rentals (Related Party)
Customcr Penaltievcrcdit Card Fees

Interest Income

Inter€st Income (Water, Sewer Fmds)
Miscellaneous lncome
Insurance Proceeds (lc€ Storm)
Insurance Sedlement
Construction Support Payment

Total G€n€ral Revenue6

0

129,500
129,472

(9,352)

2,t54,204
549,218
251,610
98/',919

3,9,t0,071

t 3,9,f0,071

2,283,104
618,690
242,318

I,003,412

4,208,t24

0
0
0
0

4.208.t24 128

18,4.t3 18,433

268,0s3

26E,053 268,181

0
0
0
0

129,500

129,472
(9,3s2)

0

$ 128

0 3,176 3,n6

132,226 t32,226

l7,t 50

1,880
5,000
2,',721

'',t,436

3,356
5,702

0
0
0

15,509
32,782

128 710,949

1t2,721) (t2,72t)

35,570 35,570

275,100 275,100

17,150

1,880
5,0,00

2,721
37,436
55,752

15,509

32,782

Sp.cid lt€ms:
Eners/ Efiiciency ad Coos€wation Block Grant
Hazard Mitigation Grant Program
Free Community Service (Related Party)

Tot.l Specirl ltems

Extrrcrdinary ltam:
FEMA Disaster Grad (Ice Sto.m)

Ch$rge in Net PGition After Sp€aial ltcmr
rnd Extraordinrry ltem

Net Positiotr Beginning of Yerr

Net Position End of Ye.r

711,07'7

160,000 14,84t,172 15,201,172

t 360,128 | 5,552,121 15,9t2,249

Se Notes to Financial Statements.
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ExhibitC
Rock Rapids Municipal Utilities,

A Cornponent Unit of the City of Rock Rapids

Balance Sheet

Cnv ernrrental Fhnd

June 30. 2013

Assets
Current Assets:

Cash

Note Receivable - Rock Rapids Busines

Total Current Assts

Other Asset:
Note Receivable - Rock Rapids Busines

Total Assets

Fund Balance:
Restrictod For:

Loans to Ehrsineses

Total Fund Balance

Special Revenue

Rwolving Loan
Fhnd

6,128
36.000

t02,t28

258.000

360.128

360,128

360.128

See Notes to Financial Statements.
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ExhibitD
Rock Rapids Municipal Utilities,

A Component Unit of the City of Rock Rapkls

Statement of Revenues, Expenditures and Change in Fund Balance
Co vernmental Fund

For the Fiscal Year Ended June 30. 2013

Special Revenue

RwoMngLoan
Fund

Rwenues
Interest lncome

Expenditur,es:

None

Net Change in Fund Balance

Fund Balance Beginning of Year

Fund Balance End of Year

128

360,000

$ 360,128

128

See Notes to Finarcial Stat€m€nts.
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Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Notes to Financial Statements

June 30,2013

(1) Summary of Significant Accounting Policies

The Rock Rapids Municipal Utilities is a component unit (as determined by criteria specified by
the Goverffnental Accounting Standards Board) ofthe City ofRock Rapids, which is a political
subdivision of the State of Iowa located in Lyon County, Iowa and operates under the Home

Rule provisions of the Constitution of lowa. The Rock Rapids Municipal Utilities provides

electric, water, sewer, and gas utilities and related services to its customers. The Utilities has

also established a Revolving Loan Fund to assist in the financing of approved rural economic

development projects. The Rock Rapids Municipal Utilities is established and operated in
accordance with Chapter 388 ofthe Code of lowa. The Utilities is governed by a three-mernber
Board of Trustees appointed by the Mayor and approved by the City Council, which exercises

oversight responsibility under the criteria of the Code of Iowa.

The financial statements of the Rock Rapids Municipal Utilities have been prepared in
conformity with U.S. generally accepted accounting principles (GAAP) as prescribed by the
Governmental Accounting Standards Board except that managernent has not recorded the net
other postemployment benefits (OPEB) liability in the business tlpe activities and the ,^..
proprietary funds and , accordingly, has not recorded the corresponding OPEB expense. There
are also no disclosures reported on the OPEB obligation in the notes to the financial statements.

The Rock Rapids Municipal Utilities operates a single-employer retiree benefit plan which
provides medical/prescription drug benefits through a plan with United Healthcare (the plan
was formerly with the Sanford Health Plan). Retirees under age 65 pay the same prernium for
the medical/prescription drug benefit as active ernployees, which results in an implicit rate
subsidy and OPEB liability/expense. Accounting principles generally accepted in the United
States of America require that this net OPEB liability be reported and expensed, which would
increase liabilities and expenses and decrease net assets of the business type activities and the
proprietary funds. Required disclosures to be in conformity with accounting principles
generally accepted in the United States of America that are omitted for this implicit rate subsidy
include the plan description, funding policy, annual OPEB cost and net OPEB obligation,
funded status and funding progress, and actuarial methods and assumptions.

Management has also decided to omit the Schedule of Funding Progress for the Retiree Health
Plan that accounting principles generally accepted in the United States of America require to be
presented to supplernent the basic financial statements. Such missing information, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards
Board.

28



Reportinq Entity

For financial reporting purposes, the Rock Rapids Municipal Utilities has included all
funds, organizations, agencies, bomds, commissions and authorities. The Utilities has

also considered all potential component units for which it is financially accountable and

other organizations for which the nature and sigrrificance of their relationship with the
Utilities are such that exclusion would cause the Utilities' financial statements to be
misleading or incomplete. The Governmental Accounting Standards Board has set forth
criteria to be considered in determining financial accountability. These criteria include
appointing a voting majority ofan organization's governing body and (1) the ability of the
Utilities to impose its will on that organization or (2) the potential for the organization to
provide specific benefits to or impose specific financial burdens on the Utilities. The
Rock Rapids Municipal Utilities has no component units which meet the Governmental
Accounting Standards Board criteria.

As previously noted, the Rock Rapids Municipal Utilities is a component unit of the City
of Rock Rapids. While the Rock Rapids Municipal Utilities is considered legally
sq)arate from the City, there is a financial benefit/burden relationship between the City
and the Utilities, and a relationship such that exclusion would cause the City of Rock
Rapids' financial statements to be misleading or incomplete. The City of Rock Rapids
appoints the Utilities' governing body as already disclosed.

The Rock Rapids Municipal Utilities made contributions to the City of Rock Rapids in the
amount of $119,222 (reported as free community service - related party) for the fiscal
year ended June 30, 2013. The Electric Fund contributed $97,319 in checks, $12,721
through the Retrofit Street Lighting Project (reported as a "special item"), $3,902 through
the residential demolition program and the Sewer Fund contributed $5,280 in checks.
The City of Rock Rapids paid the Rock Rapids Municipal Utilities $5,000 for rent
(reported as "rentals-related party'') and $11,805 for garbage/recycling billing and
collection services (reported as service income-related party). The City of Rock Rapids
also pays the Utilities for utility services and both entities charge each other for any
occasional labor and materials provided to each other (these costs have not been
presented separately in the financial statements).

Joint Ventures - The Utilities is a participant in joint ventures that provide goods and/or
services to the Utilities. There is ongoing financial interest and responsibility by the
Utilities and other participating mernbers, which is reflected through the price each joint
venture charges to provide the goods and/or services to the Utilities and other
participating mernbers. The Utilities has this ongoing financial interest and responsibility
as a member of the Missouri River Energy Services and the Lewis & Clark Regional
Water System, Inc. The Utilities paid the Missouri River Energy Services $1,243,712 for
electrical power and energy services, $2,528 for dues, $873 for inspections and $225 for
meeting registrations. The Utilities received $39,599 from the Missouri River Energy
Services as a reimbursernant for monthly electrical capacity generation fees and generator
costs and $25,634 as a reimbursernent for the "Bright Energy Solutions Program." The
Utilities puchased water from Lewis & Clark Regional Water Systan, Inc. in the amount
of $68,324 and paid $5,810 for lobblng charges for fiscal year ended June 30, 2013.
Financial information on each ioint venture is not included with the Utilities' financial



statements. In order to obtain financial information and financial statements on each joint
venture to determine whether each joint venture is accumulating sigrificant financial
resources or is experiencing fiscal stress that may cause an additional financial benefit to
or burden on the Utilities, please contact the Utilities Manager at the Utilities office.

Basis of Presentation

Government-Wide Financial Statements - The Statement of Net Position (previously
referred to as net assets) and the Staternent of Activities report information on all
activities of the Utilities. The effect of interfund activity has been rernoved from these

statements, except for interfund service billings and interest chmged for interfund loans.
Governmental activities, which are supported by intergovernmental revenues and interest
eamings, are reported separately from business type activities, which rely to a significant
extent on fees and charges for services.

The Statement of Net Position presents the Utilities' assets and liabilities, with the
difference reported as net position. Net position is reported in the following three

categories:

Net investment in capital assels consists of capital assets, net of accumulated
depreciation/amortization.

Restricted net assets result when constraints placed on net position use are

either extemally imposed or imposed by law through constitutional
provisions or enabling legislation.

(Jnrestricted net position consists of net position not meeting the definition of
the two preceding categories. Unrestricted net position often has constraints
on resources imposed by managernent which can be rernoved or modified.

The Statement of Activities dernonstrates the degree to which the direct expanses of a given

function/program are offset by program revenues. Direct expenses me those clearly
identifiable with a specific function/program. Program revenues can include l) chmges to

customers or applicants who purchase, use or directly benefit from goods, services or
privileges provided by a given function and 2) grants, contributions and interest restricted

to meeting the operational or capital requirernents of a particular function/program.
Unrestricted interest and other items not properly included among program revenues are

reported instead as general revenues.

Fund Financial Staternents - Separate financial staternents are provided for governmental

and proprietary funds. Major individual governmental and proprietary funds are reported

as separate columns in the fund financial statements.

The Utilities reports the following major governmental fund:

Special Revenue:

The Revolving tnan Fund is to be used to account for all funds dsrived from an

'USDA-Rural Economic Development Grant" agreernent between the Utilities and



Rural Development, through the Rural Business - Cooperative Service. This
Revolving Loan Fund is to be used to assist in the financing, through the form of a
loan, of approved rural economic development projects. The Revolving Loan Fund is
meant to attract, retain and./or expand business that would gen€rat€ public benefits to
the citizens of Rock Rapids and the surrounding area.

The Utilities reports the following major proprietary funds (the Utilities considers all the
proprietary funds to be major):

Enterprise:

The Electric Utility Fund is used to account for the operation and maintenance of
the Utilities' electric system.

The Water Utility Fund is used to account for the operation and maintenance of
the Utilities' water system.

The Sewer Utility Fund is used to account for the operation and maintenance of
the Utilities' sanitary sewer system.

The Gas Utility Fund is used to account for th€ operation and maintenance of the
Utilities' gas system.

C. Measurement Focus and Basis of Accountinq

The govemment-wide and proprietary firnd financial statements are reported using the

economic resources measurement focus and the accrual basis of accounting. Revanues are

recorded when eamed and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Grants and similar items are recognized as revenue as

soon as all eligibility requirements imposed by the provider have been satisfied.

Govemmental fund financial statements are reported using the current financial resources

measurement focus and the rnodified accrual basis of accounting. Revenues me recognized
as soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay

liabilities of the current period. For this purpose, the Utilities considers revenues to be

available if they are collected within 60 days after year end.

Intergovernmental revenues (shared revenues, grants and reimbursements from other
governments) and interest are considered to be susceptible to accrual. All other revenue
iterns are considered to be measurable and available onlv when cash is received by the
Utilities.

Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, principal and interest on long-term debt, claims and judgrnents and
compensated absences are recognized as expenditures only when payment is due, as

applicable. Proceeds of general long-term debt are reported as other financing sources, ils
applicable.

JI



When an expenditure is incurred in governmental funds which can be paid using either
restricted or unrestricted resources, the Utilities' policy is generally to first apply the

expenditure toward restricted fund balance and then to less-restrictive classifications -
committed, assigned and then unassigned fund balances.

Under terms of some gmnt agreements, the Utilities may fund certain programs by a

combination of specific cost-reimbursernent grants, categorical block grants and general

revenues. Thus, when program expenses are incurred, there are both restricted and

unrestricted net positions available to finance the qualiffing programs. It is the Utilities'
policy to first apply cost-reimbursement grant resources to such programs, followed by
categorical block grants and then by general revenues.

Proprietary funds distinguish operating revenues and expenses from non-operating iterns.

Operating revenues and expenses generally result from providing services and producing

and delivering goods in connection with a proprietary fund's principal ongoing operations.

The principal operating revenues of the Utilities' Enterprise Funds are charges to
customers for sales and services. The principal operating expenses for Enterprise Funds

include the cost of sales and services (production/processing costs), distribution costs,

administrative expenses, community service donations and depreciation/amortization on

capital assets. All revenues and expenses not meeting this definition are reported as non-

operating revenues and expenses, including rental income, customer penalties, insurance

settlement, insurance proceeds, miscellaneous income, interest income, a construction
support payment, gain (loss) on disposal ofcapital assets and interest expense.

The Utilities maintains its financial records on the accrual basis ofaccountins.

D- Assets. Liabilities and Net Assets

The following accounting policies are followed in preparing the financial staternents:

Cash. Certificates of Deposit and Cash Equivalents - The cash balances of most of the
Utilities funds are pooled and invested. Interest eamed on investments is allocated to the
appropriate fund. Investrnents on June 30, 2013 consist of non-negotiable certificates of
deposit which are stated at cost.

For purposes of the Staternent of Cash Flows, all short-term investrnents that are highly
liquid (including restricted cash) are considered to be cash equivalents. Cash equivalents
are readily convertible to known amounts of cash and, at the day of purchase, have a
maturity date no longer than three months. Cash investments not meeting the definition
ofcash equivalents at June 30, 2013 included all ofthe certificates ofdeposit.

Accounts Receivable - Accounts receivable me recorded in the Enterprise Funds at the
time the service is billed. Accounts receivable represents money owed to the Utilities,
primarily for utility sales that were not paid to the Utilities as of June 30, 2013.

Due from and Due to Other Utilitv Funds/Advances to and Advances from Other Utilitv
Funds - During the course of its operations, the Utilities has numerous transactions
between utility funds and the Utilities Board of Trustees has also approved some



interfund loans between utility funds. To the extent certain transactions and the loans
between funds had not been paid or received as of June 30, 2013, balances of interfund
amounts receivable or payable have been recorded in the fund financial statements.

Due from Other Govemments (Related Partv) - Due from other govemments (related
party) represents amounts due from the City of Rock Rapids for charges for sales and
services provided.

Due from Other Governments - Due from other governments rq)resents amounts due from
other govemments for charges for sales and services provided and for eligible costs that
have been incurred for the FEMA Disaster Grant (ice storm damage).

brventory - Inventories are valued at cost using the first-in/first-out method. Inventories in
the Enterprise Funds consist of materials and supplies. Inventories ate recorded as

expenses when consumed or sold rather than when purchased.

Prepaid Exoenses - Prepaid expenses represents insurance prerniums and other expense
payments that will benefit a future fiscal year. Prepayments are recorded as expenses

when utilized rather than when paid for.

Restricted Cash - Funds set aside for deposits held by the Utilities (customer deposits
restricted for application to unpaid customer accounts or for refund to customers) and per

Federal EPA requirernents (depreciation reserves - provide cash for repair and

replacernent of equipment, including the eventual replacernent of the entire wastewater

treatment plant).

Capital Assets - Capital assets, which include property, utility systern improvernents,

vehicles, equipment and intangibles are reported in the business type activities column in
the govemment-wide Staternent of Net Position and in the appropriate Enterprise Fund

column in the Proprietary Funds Staternent of Net Position. Capital assets are recorded at

historical cost if purchased or constructed. Donated capital assets are recorded at

estimated fair market value at the date of donation. The costs of normal maintenance and

repair not adding to the value of the asset or materially extending asset lives are not
capitalized. Reportable capital assets acquired prior to July 1,,2004 are defined by the

Utilities as assets with initial, individual costs in excess of $500 and estimated useful lives
in excess of two years. Reportable capital assets acquired after June 30,2004 are defined

by the Utilities as assets with initial, individual costs in excess of the following thresholds

and have estimated useful lives in excess of two years.

Accounts Payable and Construction Contracts Payable - Accounts Payable represents

amounts owed for services performed or purchases made by June 30, 2013 but not paid as

of June 3 0, 20 1 3 . Construction contracts payable represents amounts owed to contractors
for work completed by June 30,,2013 on contracts, but the contractors have not been paid
as ofJune 30, 2103.

Asset Class Amount
Land, Utility Plant
Equipment, Tools and Safety Devices
Intangibles

$10,000
s 5,000
$20,000



Capital assets of the Utilities are depreciated/amortized using the straight line method over
the following estimated useful lives:

Asset Class
Estimated Useful Lives

(In Years)

Utility Plant
Transportation Equipment
Office Equipment
Tools and Safety Devices
Communication Equipment
Meter Testing Equipment
Intangibles

5 - 50 yems

5 years

5 - 10 years

5 - 10 years

5 - l0 years

5 - 7 years

5 - 50 years

Construction projects that have not been completed as of June 30,2013 are reported as

"Construction Work in Progress" on the balance sheet.

Due to Other Governments (Related Partv)/Due to Other Govemrnents - This represents

state sales and use taxes, garbage and recycling collections, and payments for services and
reimbursements that are due to be rernitted to other qovemments and the CiW of Rock
Rapids.

Acsrued Vacation/Como Time Pay - The Utilities' personnel policy provides full-time
employees with vacation pay and one ernployee with comp time pay in varying amounts.
Vacation/comp time expenses for anployees are charged to operations when eamed by
the employee in the GovemmenfWide and Proprietary Funds financial statements. At
termination, an ernployee is paid for accumulated vacatior/comp time. The amount
recorded in the accounts for vacation/comp time pay aggregated to $56,010 at June 30,
2013 (computed based on rates ofpay in effect at June 30, 2013). This liability has been
presented as a current liability in the financial statements as this liability is expected to be
paid within a year.

Accrued Sick Leave Pay - The Utilities' personnel policy provides full-time ernployees
with sick leave in varying amounts. Sick leave pay expenses for non-vested ernployees
are charged to operations when taken by the anployee. Sick leave pay expenses for
vested employees are charged to operations when eamed by the ernployee in the
Government-Wide and Proprietary Funds financial statements.

An employee who has been employed by the Utilities for over ten years, but less than
fifteen years, and tenninates ernployment due to retirement or death is entitled to 15% of
unused accumulated allowable sick leave benefits. An ernployee who has been onployed
by the Utilities for over fifteen years and terminates employment for any reason, other
than dismissal, is entitled to 157o of accumulated allowable sick leave. As of June 30,
2013, employees' vested sick leave benefits aggregated $34,162 (computed based on rates
of pay in effect at June 30, 2013). Aggregated vested sick leave benefits (15% of
accumulated allowable sick leave) are included in the accounts.
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A summary of changes in accrued sick pay for fiscal year ' l2l' 13 is as follows:

Accrued Sick
Leave Pay

Balance Beginning of Year $ 33,448

This liability is recorded in the Government-Wide and Proprietary Fund financial
statements as a long-term liability as this liability is not expected to be payable within a
year.

Uneamed lncome - Amounts received on customer accounts before being billed are

recorded in the "uneamed income" account. Revenue is reported in the period in which it
is realized or realizable and eamed; therefore, when payments on accounts are received in
advance of being earned, the amount applicable to future periods is deferred to future
periods. The amount uneamed is considered a liability because it represents an obligation
to perform a service in the future arising from a past transaction.

Fund Equity - In the Governmental Fund financial staternent, fund balance is classified as

follows:

Restricted - Amounts restricted to specific purposes when constraints placed on the

use of the resources are either externally imposed by creditors, grantors or state or

federal laws or imposed by law through constitutional provisions or enabling

legislation.

Net Position: Restricted - ln the Proprietary Fund financial statements, restricted net

position is reported for amounts legally restricted by outside parties for use for a specific

purpose. The amount ofnet position restricted at June 30,2013 is computed as follows:

Increases
Decreases

Balance End ofYear

Total Restricted Cash
Deposirs Payable

Net Assets:
Restricted (June 30, 20 13)

3,518
( 2,804)

$ 34,162

Elecric
Utility

Water

Utility
Sewer

Utility
Gas

Utitity
Fund Fund Fund Fund Total

s 23,429 7,310 13,518 24,470 68,72'7

(23,42e') (7,310) 0 (24,41QL (ss,208)

0013,s18013,s18

The restricted net assets in the Sewer Utility Fund are for required depreciation reserves per

Federal EPA requirernents.

Net Position: Net Investmert in Capital Assets - The "Net Investment in Capital Assets" is

reported in the GovernmenrWide Statement of Net Position as $10,526,770 and the "Net
lnvestment in Capital Assets" in the Proprietary Funds Statement of Net Position as

$9,340,762. The $1,186,008 difference is due to the rernoval of the capital related debt
(debt athibutable to the acquisition, construction or improvement of capital assets) owed



by the Sewer Utility to the Gas Utility and Water Utility to the Gas Utility. The effects of
these interfund loans were removed from the Government-Wide Statement of Net
Position as only external debt is reflected/affects the "Net Investment in Capital Assets".

E. Budgets and Budeetary Accounting

The budgetary comparison and related disclosures are rsported as Required Supplementary
Information. The Rock Rapids Municipal Utilities is budgeted as a part of the City of Rock
Rapids. Disbursements during the fiscal year snded June 30,2013 did not exceed the
original budget before the amended budget was approved on the final amended budget
amount for the Rock Rapids Municipal Utilities. The budgetary comparison is prepared by
making mernorandum adjusting entries to the accrual basis financial records to convert the
records to the cash basis (the basis upon which the adopted budget is prepared).

(2) Cash snd Investments (Certificates of Deposit)

The Utilities' deposits in banks at June 30, 2013 were entirely covered by federal depository
insurance or by the State Sinking Fund in accordance with Chapter 12C of the Code of lowa.
This chapter provides for additional assessments against the depositories to insure there will
be no loss of public funds.

The Utilities is authorized by statute and its written investment policy to invest public funds in
obligations of the United States governrnent, its agencies and instrumentalities; certificates of
deposit or other evidences of deposit at federally insured depository institutions approved by
the Utilities Board; prime eligible bankers acceptances; certain high rated commercial paper;
perfected repurchase agreements; certain registered open-end management inveshnent
companies; and certain joint investment trusts.

The Utilities had no investrnents meeting the disclosure requiremants of Governmental
Accounting Standards Board Staternent No 3, as amended by Statement No. 40.

Board Desienated Reserves - The Utilities Board has designated rnoney to be set aside in
Proprietary Funds as reserves for economic development, depreciation, and the Lewis & Clark
Project. The money designated for these purposes is included in the urnestricted (current
assets) cash balances as ofJune 30,2013 as there is no legal responsibility that these amounts
be used for these purposes. The amount of the Board designated reserves in Proprietary Funds
on June 30.2013 is as follows:

Economic
Development

Resenres
Depreciation

Reserves

Lewis & Clark
Project Sinking
Fund Reserve Total

Electric Utility Fund
Water Utility Fund
Gas Utility Fund

Total

$ 12,482
) AR,\

12,651

s 100,224
77,134

0

$0
75,186

0

$ 112,706
154,805
12,65r

$ 27,618 $ 177,3s8 $ 75,186 $ 280,162



(3) Due from and Due to Other Utility F'unds/Advance to and Advance from Other Utility
Funds

On January 27, 2006, the Gas Utility Fund loaned $400,000 to the Water Utility Fund to assist
with the payment of Lewis & Clark project mernbership costs. The loan caries a 4.4205
annual percentage interest rate, annual payments are scheduled at $35,409 and final maturity
date is January 27,2022. During the fiscal year ended June 30, 2013, the Water Utility Fund
paid the Gas Utility Fund $22,943 in principal and $12,466 in interest on this loan. The June
30, 2013 balance on this loan was $258,278.

A summary of the annual principal and interest requirements on this loan to maturity by year
is as follows:

Year Ending
June 30, Principal lnterest Total

20t4
2015
2016
2017
2018

2019-2022

Total

s 23,992
25,052
26,159
27,294
28,523

r27,258

11,417
10,357
9,250
8,115
6,886

t4,3'76

35,409
35,409
3s,409
35,409
3s,409

141,634

$ 2s8,278 60,401 318,679

On March 28,2007, the Gas Utility Fund loaned an additional $390,257 to the water Utility
Fund to assist with the payment of additional Lewis & Clark project membership costs. The

loan carries a 4.4205 annual percentage interest rate, annual payments are scheduled at

$34,548 and final maturity date is March 28,2023. During the fiscal year ended June 30,

2013, the Water Utility Fund paid the Gas Utility Fund $21,469 in principal and $13,079 in
interest on this loan. The June 30,2013 balance on this loan was $274,406.

A summary of the annual principal and interest requirernents on this loan to maturity by year

is as follows:

Year Ending
June 30, Principal lnterest Total

2014
2015
2016
2017
2018

2019-2023

Total

$ 22,418
23,409
24,4t6
)( (t?
26,651

151,989

t2,130
11,139
10,132
9,025
7,897

20,752

34,548
34,548
34,548
34,548
14 s4R

172,741

$ 274.406

11

71 075 345.481



On April l,2012, the Gas Utility Fund loaned an additional $625,000 to the Water Utility
Fund to assist with the payment of the gravity filter rehabilitation project costs. The loan
carries a 4.33 annual percentage interest rate, arurual payments are scheduled at $47,353 and

final maturity date is April 1, 2032. During the fiscal year ended June 30, 2013, the Water
Utility Fund paid the Gas Utility Fund $20,290 in principal and $27,063 in interest on this
loan. The June 30, 2013 balance on this loan was $604,710.

A summary of the annual principal and interest requirements on this loan to maturity by year
is as follows:

Year Ending
June 30, Principal Interest Total

2014
2015
2016
2017
2018

2019-2023
2024-2028

2029-2032

Total

$ 21,169
22,085
,r', 01<

24,037
25,077

142,583
r76,232
170,552

26,184
25,268
24,378
23,316
22,276
94,180
60,s31

18,857

47 15',1

47 151

47,353
47,353
47 151

236,763
236,763

189,409

$ 604.710 294.990 899.700

On May 1,2013, the Gas Utility Fund loaned $175,000 to the Water Utility Fund to help in
financing the Dove Avenue Project until Lyon and Sioux Rural Water System, Inc. pays for
its share of this project. The loan carries a 4.42 unual percentage interest rate and the entire
principal and interest is due to be repaid by December 31,2013. No payment was made of
this loan during the fiscal year ended June 30, 2013. The June 30,2013 balance on this loan
was $175,000.

A summary of the annual principal and interest requiranents on this loan to maturity by year
is as follows:

Year Ending
June 30, Principal Interest Total

20t4 $ 175.000 s.t1 | 180.171

On March 27, 2006, the Gas Utility Fund loaned $150,000 to the Sewer Utility Fund for utility
plant capital asset costs. The loan carries a 4.7754 annual percentage interest rate, monthly
payments are scheduled at $1,575 and final maturity date is March 27,2016. During the
fiscal year ended June 30, 2013, the Sewer Utility Fund paid the Gas Utility Fund $16,157 in
principal and $2,7 43 in interest on this loan. The June 30, 2013 balance on this loan was
s48.614.
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A summary of the annual principal and interest requirernents on this loan to maturity by year

is as follows:

Year Ending
June 30, Principal Interest Total

2014
2015
2016
Total

16,946
17,773
13,895

1,954
1,127

280

18,900
18,900
14,t75

$ 48,614 3,361 51,975

The balances in the "Due From and Due to Other Utility Funds" and "Advance To and
Advance From Other Utility Funds" are for the aforementioned loans between funds,
accrued interest on these loans and amounts owed for utilitv services provided as follows:

Receivable Utility

Assets Electric Water Sewer Gas

Due From/For:
Loan (Current Portion)
Accrued Interest on Loans
Utility Services Provided

Total Due From/To
Advances To:

[,oan (Noncurrent Portion)
Totals

0
0

0
0

60

0
0

36

t{o (??

15,761
1475.472

5,472

0

JO

nl

)1\ 
^"t'l

60

485101

5,472 60 36 1,376,9t6

Payable Utility

Liabilities Electric Water Sewer Gas

Due To/For:

Loan (Current Portion)
Accrued Interest on l-oans
Utility Services Provided
Total Due From/To

Advances From:
Loan (Noncurrent Portion)
Totals

0
0

(242,s79)
( 15,761)

(16,e44)
0

0
0

(100)
(100)

(r97) (2,8e3) (2.s2s) (100)

(r e7) (261,233) (r9,469

(4) Notes Receivable - Rock Rapids Development Corporation

On Septernber 28, 2009, the Rock Rapids Municipal Utilities loaned $140,000 from the Gas

Fund to the Rock Rapids Developmsnt Corpomtion to be used toward the purchase of
approximately 28 acres of real estate in Rock Rapids, Iowa for development purposes. This
promissory draw note loan eams interest at a rate of 2.5%o per annum (accrued interest is to be

paid annually with interest computed through Decanber 31$ of each year) and is secured by a
real estate mortgag€ on the 28 acres of real estate purchased through the aforementioned loan

funds.

s (re7) (r,331,04e) (51,138) {1gql



The Rock Rapids Development Corporation is to pay all principal and unpaid interest due per
this promissory draw note no later than thirty days after written dernand for such payment by
the Rock Rapids Municipal Utilities, provided, however, that the entire amount of loan
outstanding and any unpaid interest shall be paid no later than twenty years after Septernber 28,
2010, and provided further, however, that upon the sale of any part or all of the 28 acres, the
Rock Rapids Development Corporation shall repay that percentage of such net sale proceeds
fiom the sale which are equivalent to the percentage of acres sold from the original 28 acres
purchased from the proceeds of this loan. If the Rock Rapids Development Corporation sells
all 28 acres, the Rock Rapids Development Corporation shall repay the Rock Rapids Municipal
Utilities all unpaid principal and interest no later than 30 days after final closing on such sale.

On June 29,2011, the Rock Rapids Municipal Utilities loaned $75,000 from the Gas Fund to the
Rock Rapids Development Corporation to be used toward the purchase of a 5 acre parcel of
real estate. This promissory draw note loan earns interest at a rate of 3.1Vo per annum (accrued
interest is to be paid annually with interest computed through June 30'n of each year) and is
secured by a real estate mortgage on the 5 acre parcel ofreal estate noted above.

This promissory note shall be for a period of ten years with interest only payable annually. The
Rock Rapids Developmant Corporation shall have the right to make additional principal
payments at any time. However, upon the sale, gift, or transfer in any way of any part of all of
the five acres, the Rock Rapids Development Corporation shall be required to pay to the Rock
Rapids Municipal Utilities $ 1 5,000 per acre transferred. The Rock Rapids Development
Corporation shall pay this amount to the Rock Rapids Municipal Utilities no later than 30 days
after any transfer of real estate.

In July 2011, the Rock Rapids Development Corporation sold approxim ately 1.717 acres of the 5
acres parcel of real estate. Based on an amendment to the agreement between the Utilities and
the Rock Rapids Development Corporation, the Utilities allowed the $25,751 in proceeds from
the land sold to be paid in installments and the Rock Rapids Development Corporation agreed
to continue palng 3.1 percent on any outstanding loan balance. During fiscal yer,lll'12,the
utilities received $11,447 in principal on this note. During the fiscal year ended June 30, 2013,
the Utilities did not receive any principal payments. The remaining note receivable balance of
$14,304 that is due, along with interest, is to be repaid as follows: $6,000 is due in July 2013,
$6,000 by July 1,2014 and $2,304 by July 1, 2015.

During fiscal year ended June 30,2013, the $140,000 note receivable generated $3,500 in interest
income for the Gas Utility Fund and the original $75,000 note receivable generated $1,970 in
interest income for the Gas Utility Fund. On June 30,2013, the balance on the notes receivable
from the Rock Rapids Development Corporation totaled $203,553 ($140,000 and $63,553,
respectively) with $6,000 being reported as a "Current Asset" and $197,553 being reported as
an "Other Asset" in the Gas Utilitv Fund.

(5) Notes Receivable - Rock Rapids Businesses

In July 201 l, the Utilities complied with all the requirernents under the Rural Economic
Development Grant Agreement Program in order to be awarded a grant in the amount of
$300,000 to assist in the establishing ofa Revolving Loan Fund.



The Utilities loaned from the Revolving Loan Fund $360,000 to the Rock Rapids Community
Affairs Corporation ("CAC") at a 0Vo interest rate. In August 201 1, the CAC sold the
commercial spec building to a businessman and subsequently assigrred the contract and the
collateral of the real estate to the Utilities. Payment on tle note is based on a 0olo interest rate
(as awarded by the Revolving Loan Fund Program) with $3,000/month in principal due until
the loan is paid in full.

During fiscal year 201212O13, the Utilities received 36,000 in principal payments. As of June 30,
2013, the outstanding note receivable balance was $294,000. The amount due in fiscal year
201312014 of $36,000 is being reported as a "Current Asset" and the rernaining amount of
$258,000 is being reported as an "Other Asset" in the Revolving Loan Fund.

(6) Note Receivable -Housing Development Incentive Program

In April 2012, the Rock Rapids Municipal Utilities Board of Trustees approved the establishment
ofa "Housing Developmant Incentive Program." This program provides for forgivable loans
in the amount of $5,000 per platted residential lot with the program available to developers of a
minimum of six lots with infrastructure (including street, storm sewer, water main, etc.). The
terms of the forgivable loans are that interest is to be paid annually at the established interest
rate, the Utilities will receive a second mortgage to the developer's primary lender and, if there
is a balance due after 15 years from the date of the loan, the rernaining balance and any accrued
interest will become due immediately. The loans will be forgiven in the amount of $5,000 per
lot when a lot is sold, the deed to the purchaser is recorded and accrued interest is paid up to
the date of the recording of the deed. When 75% of the approved lots are sold and deeds are

filed/recorded, accrued interest becomes due and once paid, the rernaining loan balance will be

forgiven.

ln May 2012, the Utilities loaned a company $65,000 and in Decernber 2O12, the Utilities loaned
an entity $55,000 as forgivable loans under this program for the development ofa subdivision
with 13 residential lots and another subdivision with 1l residential lots. Each loan caries a 4o/o

interest rate with interest due annually. These loans may be forgiven in whole or in part if the
requiranents of the program are satisfied. Any rernaining balance of the notes receivable will
be due 15 years from the date of the promissory note. During the fiscal year ended June 30,

2013, $35,000 of the notes receivable balance was forgiven by the Utilities and these notes
generated $3,165 in interest income for the Utilities. As of June 30,2013, $10,000 of these

notes receivable are reported as a "Current Asset" and the rernaining $75,000 is reported as an
"Other Assets". As ofJune 30,2013, $15,283 of the notes receivable balance is reported in the
Electric Utility andS69,717 is reported in the Gas Utility ($85,000 in total).

(7) Note Receivable - Lyon & Sioux Rural Water Systeng Inc.

In December 2012, the Rock Rapids Municipal Utilities and the Lyon & Sioux Rural Water
System, Inc. agreed to a joint project concerning the construction of approximately 3 miles of
water pipeline referred to as the "Dove Avenue Line" located north of the city of Lester, Iowa.
Per the joint project agreanent, the Utilities is responsible for paying all the project costs with
Rural Water agreeing to reimburse the Utilities for 49% ofthe actual costs ofthe project.
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Rural Water's 49Yo shxe of the project amounted to $310,972. Rural Water reimbursed the
Utilities for $150,000 in project costs in December 2012. The rernaining 9160,972 owed by
Rural Water is reported as a "Current Asset" in the Water Utility Fund, carries an interest rate

of 4.42Yo per annum starting on January l,2Ol3 and the entire balance matures by no later than
December 3 1. 201 3.

(8) Capital Assets

Capital assets activity for the fiscal year ended June 30, 2013 was as follows:

Balance
Beginning

of Year Increases Decreases

Balance
End

of Year

Business Tlpe Activities:
Capital Assets Not Being Depreciated/Amortized:

l,and
Construction Work in Progress

Total Capital Assets Not Being Depreciated/Amortized

Capital Assets Being Depreciated/Amortized:
Utility Plant
Transportation Equipment
Office Equipment
Tools and Safety Devices
Communication Equipment
Meter Testing Equipment
Intangibles
Total Capital Assets Being Depreciated/Amortized

Less Accumulated Depreciatior/Amortization For:
utility Plant
Transportation Equipment
Office Equipment
Tools and Safety Devices
Communication Equipment
Meter Testing Equipment
Intangibles

Total Accumulated Depreciation/Amortization

Total Capital Assets Being Depreciated/Amortized, Net

Business Type Activities Capital Assets, Net

$ 179,087 0 0 179,087
r,670,780 855,506 (1,718,127) 80!J!9
1,849,867 855,506 (1,718,127) 987 ,246

15,782,510 1,770,753
347,436

39,782
27 |,916

8,077
21,903

( 1,196) t7,552,067
( 54,38s) 318,723
( 13,916) 36,s36
( 38,6e0) 233,226

25,672
10,670

0
0
0

( r,128)
0

6,949 ^.
2r,903

1,087,634 0 0 1,087,634
r7,559,258 1,807,09s (109,315) 19,257,038

1,196) 9,187,1688,800,749
241,672

30,747
238,749

8,079

387,615
)< aa1

3,058
o | lR

54,385)
13,916)
38,690)

212,834
19,889

209,r97
0 ( 1,128)

21,903 0 0 2l,903
31,691 27,881 0 59,572

9,373,590 453,239 ( 109.315) 9.717,sr4

8,185,668 1,353,856 9,539,524

$10,035,535 2,209,362 (r,718,127) 10,526,770



Depreciation/amortization expense was charged to the different Utilities as follows:

Business Type Activities :

Electric Utility
Water Utility
Sewer Utility
Gas Utility

Total Depreciation/Amortization Expense -
Business Type Activities

g 253,076
1 16,988
42,135
41,040

$ 453,239

lntaneible (Lewis & Clark Proiect Membership): Utilitv Plant (L€wis & Clmk Proiect Services Linesl

On June 27, 2002, the Rock Rapids Municipal Utilities entered into an agreement with the Lewis
and Clark Regional Water System, Inc. to become a member in Lewis & Clark Regional Water
Systern, lnc. On December 22, 2005, the Rock Rapids Municipal Utilities entered into an

amended and restated commitrnent agreement with the Lewis & Clark Regional Water System,
Inc. In the amended and restated commitnent agreernent, the Utilities agreed to pay the
Utilities' allocated construction percentage of the base system costs (examples: administrative,
overhead, engineering, financing, debt service, legal costs and fees), related
membership,4obbying fees and to directly pay for design and construction of seflr'ice lines plus

any other mernber specific costs.

ln October 2011, the Utilities began to recsive water through the Lewis and Clark systern as the

construction of the distribution system was substantially done and water was available through
the systern. At that time, the Utilities reclassified the mernbership costs from an "Other Asset"

to a "Capital Asset" by capitalizing an "intangible asset" of $1,053,589, which represents the

total amount paid toward the cost of mernbership, which includes base system costs and related

membership/lobbying fees. The "intangible asset" is being amortized over 50 years which
represents the length of time the distribution system is guaranteed to be available to its
members.

If the Rock Rapids Municipal Utilities would withdraw from membership in Lewis &
Regional Water Systern, lnc., the Utilities would forfeit all amounts paid to Lewis &
Regional Water Systern, Inc., whether in the form of membership fees, construction payments

or amounts placed or on deposit in the "Maintenance and Repair Fund," the "Capital
Improvement Fund" or the "Operating Reserve Fund."

The Rock Rapids Municipal Utilities agrees to purchase a minimum of 137,500 gallons of
potable, treated water per day, on average, each month at the water rates and charges set by
Lewis & Clark Regional Water System, Inc.

(9) Due to Other Governments/Due to Other Governments - Related Party

The Utilities purchases services from other governmental units, pays required fees to regulatory
entities, rernits sales and use tax to the State of lowa, reimburses the City of Rock Rapids for
expenseVproject costs, and rernits garbage and recycling collections to the City of Rock Rapids.

Clark
Clark
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A summary of amounts due to other governments follows:

Fund Description Amount
Electric Utility

Water Utility

Sewer Utility

Gas Utility

Total

State Sales and Use Tax

State Sales and Use Tax

State Sales and Use Tax

State Sales and Use Tax

13,645

1,841

273

998

16.75'7

A summary of amounts due to other governmentrrelated party (City of Rock Rapids) follows:

Fund Description Amount
Electric Utility

Water Utility

Sewer Utility

Gas Utility

Total

Legal Fees Reimbursernent

Legal Fees Reimbursement

Legal Fees Reimbursement

Garbage/Recycling Collections and
Legal Fees Reimbursernent l8

175

100

50

723

$ 19,048

(f 0) EECB and llazard Mitigation Grants/ Free Community Service (Related Party) -
"Special Items"; FEMA Disaster Grant (Ice Storm) - .,Extraordinary ltem',

The Utilities and the City of Rock Rapids were approved for an Energy Efficiency and
Conservation Block (EECB) Grant from the U.S. Department of Energy (passed through the
Iowa offices of Energy lndependence) for the purpose of replacing street lighting in Rock
Rapids (Retrofit Street Lighting Project). For the year ended June 30, 2013, the Utilities
reported $15,509 in EECB Grant income. The EECB Grant award was finalized in fiscal year
2012/2013.

The Utilities is reporting the $12,721 in costs incurred for the Retrofit Street Lighting Project as
"Free Community Service (Related Party)" under the premise that replacing of the street
lighting is a benefit to the City of Rock Rapids.

The Rock Rapids Municipal Utilities was awarded a Hazard Mitigation Grant from the U.S.
Department of Homeland Security (passed through the Iowa Department of Public Defense:
Iowa Homeland Security and Emergency Managernent Division). The grant is to help offset up
to 85% of the costs incurred by the Utilities for the 69 KV Line improvement project. For the
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fiscal year ended June 30, 2013, the Utilities reported 532,782 in Hazard Mitigation Grant
income. This grant was finalized during fiscal yex 201212O13.

The Rock Rapids Municipal Utilities was the recipient of $275,100 in FEMA Disaster Grant
(Federal share) funding as the result of an April 2013 ice storm that did major damage to the
Utilities 69 KV transmission lines. This grant was used for emergency repairs related to the 69
KV transmission lines.

(11) Major Customer

Lyon and Sioux Rural Water System, Inc. is a major customer of the Water Utility. Water sales
to Lyon and Sioux Rural Water Systern, Inc., amounted to $351,384 or 51.8% of the total
operating water revenues for the fiscal year ended June 30, 2013.

(12) Pension and Retirement Benefits

The Rock Rapids Municipal Utilities contributes to the Iowa Public Employees Retirement
System (IPERS), which is a cost-sharing multiple-employer defined benefit pension plan
administered by the State of Iowa. IPERS provides retirernent and death benefits which are

established by state statute to plan members and beneficiaries. IPERS issues a publicly
available financial report that includes financial statements and required supplernentary

information. The report may be obtained by wdting to IPERS, P.O. Box 9117, Des Moines,
Iowa. 50306-9117.

Most regular plan mernbers are required to contribute 5.78% of their annual covered salary and

the Municipal Utilities is required to contribute 8.67%o of covered salary. Contribution

requirernents are established by state statute. The Utilities' contributions to IPERS for the years

ended June 30, 2013, 2012 and 2011 were 547,770, $43,859 and $38,410, respectively, equal to

the required contributions for each year.

(13) Risk Management

The Rock Rapids Municipal Utilities is exposed to various risks of loss related to torts; theft,
damage to and destruction of assets; errors and omissions; injuries to employees; and natural

disasters. These risks are covered by the purchase of commercial insurance. The Utilities
assumes liability for any deductibles and claims in excess of coverage limitations. Settled

claims from these risks have not exceeded commercial insurance coverage in any of the past

three fiscal years. The Utilities did decrease the limit per occurrence on the following @verage

from $250,000 to $200,000 during the fiscal year ended June 30, 3013: employee theft- blanket
(per loss), computer fraud and funds hansfer fraud.

(14) Employee Health Insurance Coverage

The Rock Rapids Municipal Utilities provided group health insurance coverage for eligible
ernployees throughout the fiscal year ended June 30, 2013. Sanford Health provided coverage

up to Decernber 31, 2012. As of January I, 2013, the Utilities switched their group health
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inswance provider to United Healthcare. Under the new United Healthcare plan, the deductible
for family coverage is $6,000, while the deductible for individual coverage is $2,000. The
Utilities agreed to pay the ronaining amount of the deductible after the ernployee pays the first
$500 in deductible for single plans and the first $1,000 ofthe deductible for family coverage.

(15) Commitments

In September 2011, the Utilities entered into a contract for $164,356 (9121,221 plus $43,135 in
change orders) for electric substation improvernents. As of June 10,2013, costs of$145,107
have been incurred by the Electric Utility Fund on this contract. The balance of 519,249
remaining on the contract at June 30,2013 will be paid as work on the project is completed.

In June 2013, the Utilities entered into a contract for $110,938 for replacernent of emissions
retrofit catalyst housing for EMD 20 cylinder generator. AsofJune30,2013 no cost had been

incurred for the Electric Utility Fund on this contract (see Subsequent Events note).

The Utilities has been approved for a $300,000 USDA Rural Utility Services Grant. The
Utilities has committed a $60,000 match from the Gas Utility Fund when the grant is
completely processed and received. The grant and match will be used to start another revolving
loan program.

(16) Subsequent Events

In July 2013, the Utilities approved a loan from the Revolving Loan Fund to a non-profit entity to
assist with building a new daycare center. The approved loan is for $525,000 and carries a 30%

interest rate.

In July 2013, the Utilities approved a contract for a water storage tank painting project for
$422,200 to be paid from the Water Fund. A contract change order, resulting in an increase of
$50,100, was approved in Septernber 2013 (bringing the amended contract price to $472,300.)
No payments have been made for work on this project as of the audit report date.

In July 2013, the Utilities approved a contract for a new office building roof for $64,530. No
payments have been made for work on this project as of the audit report date.

ln October 2013, the Utilities approved a 20 year loan of $450,000 from the Gas Fund to the
Water Fund. The loan carries an interest rate of 4.33%o and matures on January 1, 2033.

In October 2013, Lyon & Sioux Rural Water Systern, Inc. paid off their note with the Utilities
($160,972 in principal and $5,925 in interest).

In Decernber 2013, the Utilities paid $143,324 from the Electric Fund for total payment on the
contract for replaconent of ernissions retrofit catalyst housing for EMD 20 cylinder generator
(see Commitrnents above). Due to contract adjustrnents, the final total came in $32,386 higher
than the orieinal contract.
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In December 2013, the Utilities approved payment of $175,000 plus interest from the Water
Fund to the Gas Fund for repayment in full ofthe outstanding Dove Line Project note.

(17) Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the arnounts
reported in the financial staternents and accompanying notes. Actual results may differ from
those estimates.
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Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Required Supplementary Information
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Rod( Rrpidt Munhiprl Utilfi.i
A Componqrt Unlt ofthe City of Ro.k Rrpids

Budgetrry Comprriron Schedule of
ReceipB, Dbburserrnt! and Chrngs in Brhncei

BudSet.d Acturl (CEh B.sir) -
Cr}trnnEntd Fund |nd Pmprietrry Funds

Requir€d SupplerEtary Infornntion

For th€ Fiicrl Ye.r f,nded June 30, 2013

Receipti:
Us€ of Mcney and ProFrty
Lf€rgovdnrn€ntal
Chages fG S€rvicc

Eleclric Utility
water Utility
Sewer Ulility
Gas Utilit

Mi$dliteorrs

Tot l Reeiptr

DfubursftrEnts:
Business T)?e Ac[vities:
Re!r'olving Loans to BusirEsses

Ele€1ric Udny
water Utility
Sewer Utility
Gas Utility

Totrl DbbuK€n*nti (Budnes
T}?e Adviti$)

Erc6r (Deficiaocy) of Receipts
Over (Und€r) Disbursenents

Gher fimncing Sourcf.

f,xc€ss (Delici€ncy) of R€ceipti rnd Cher
Finmchg Sources Ov€r (Und€r)
Iri$unqnq|t$

Crsh md Ccrtificrtes of Deposit
(Unr6rrkted rnd Re*riced) -
Brlsnces B.ginning of Yerr

Crlh rnd C€ftifi(rtri of D€posit
(Unr.rtrkt€d rnd Resarided) -
BrlsncesEdofYesr

Propri€tlry
Futrds

128 98,452

0 399,518

0 2257,0E5
0 694310
0 239,87
0 937,765

9E,5m 0
399,518 0

Find to
Acaud

22s198s
694,410

239,67

2,512,',750

689,390

243250

u
0

2,512,750
68q390
2432s0

| 222913

98,580
399,518

(25s,665)

s,020
(3,563)

(2E5,148)931;765 | 222,913
36.000 6.533 42.533 36.000 36,000 6,513

36.t28 4.633.450 4.6fl9.57t 4.7M303 4.704.n3 134.n5\

000
o 2,527,135 2,521,',t35

0 4.699,348

c222E6 C222t6 65 r,753

00
32tt,197 6E4062
E26753 (95,533)

0
2,Str,7n

0 240224 24224 242,650 242,650 2126
0 1.009.103 1.m9.103 1286.0?0 12E6,070 276.%7

4.$9.34 4.6522m 5,567 270 867.922

36,128

0

(6s,898)

t7.150

Q9,7m)

17.150

12,033 (t62,%1)

0

833,197

r7.150

36,r28

30.0m

(48,748)

4.1r 8318

( 12,620)

4.14E.4t 8

t2,033

5.W,412

(862,967)

5.462.01 6

85D341

0.313.59E)

6,t28 4,069,670 4,135,79E 5,376,44s 4,59q049 (4632s t)

See Accompanying Independent Auditor's Report.
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Rock Rapids Municipal Utilities
A Component Unit of the City of Rock Rapids

Notes to Required Supplementary Information - Budgetary Reporting

For the Fiscal Year Ended June 30, 2013

The budgetary @mparison is presented as Required Supplernentary Information in
accordance with Govemment Accounting Standards Board Statement No. 4l for
govemments with significant budgetary perspective differences resulting from not being
able to present budgetary comparisons for the major Special Revenue Fund and each major
Proprietary (Enterprise) Fund.

In accordance with the Code of lowa, the Utilities Board of Trustees annually approves a

budget on the cash basis of accounting. The Utilities Board of Trustees submits the
approved budget to the Rock Rapids City Council. The cash basis budget is adopted by the
Rock Rapids City Council following required public notice and hearing for all funds. The
budget is included in the City of Rock Rapids budget. The annual budget may be amended
during the year utilizing similar statutorily prescribed procedures. Encumbrances and
accnrals are not recogrized on the cash basis budget and appropriations lapse at year end.

The Utilities budgeted all its receipts under the "charges for service" and "miscellaneous"
classifications. Actual receipts primarily came from the 'charges for service"
classification; however, the Utilities did also have some receipts come from the "use of
money and property," "intergovernmental" and "miscellaneous" receipts classifications.
Formal and legal budgetary control is based upon nine major classes of disbursements,
known as functions, not by fund. These nine functions are: public safety, public works,
health and social services, culfure and recreation, community and economic development,
general government, debt service, capital projects and business type activities. Function
disbursements required to be budgeted include disbursernents for the Utilities - special
Revenue Fund and the Enterprise Funds. A11 Utility disbursements are included in the
"business type/enterprises activities" function classification on the City,s adopted budget.
Although the budget document presents firnction disbursernents by fund, the legal level of
control is at the aggregated function level, not by fund. During the fiscal year, one budget
arnendment did not change the amount of budgeted receipts; however, budgeted
disbursements were increased by $875,000 ($700,000 for the Electric Fund and $175,000
for the Water Fund) for the Rock Rapids Municipal Utilities. This budget amendment is
reflected in the final budgeted amounts.
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Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Supplementary Information
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Schedule I

Rodr Rapids Municipal Utilities,
A Compon€nt Unit of the City of Rocl Rapids

Ekcrric utility Fund

Comparatiw Strtements of N€t hcition

June 30,

2013 mr2
Anount of Fercentage

Change ofChange
As$ts
Curr€nt Assets:

Cash

Certificaies ofDeposit
Accounts Receivable

Dre From Other Utility Funds

Due From Other Govemments (Related Pmty)
Due Frqm Other Govemments
Interest Receivable
Note Recei\able - Housing Develcpment

Incentive Program
Flex Spending Receivable
Inventory
Prepaid Expenses

Total Current Assets

Restrict€d Cash:
Custome r D@6its

Capitd Aseb:
Lad
Utility Plant
Trm+ortalion Equiprn€nt
Offic€ Equiprn€nt
Tools and Safety Dwices
Conmunication Equiprn€nt
Meter T€sting EquprrEnt
Intagibles

Total Cryital Asseb (Beforc W. t P)

kss: Accumulat€d DeprEciation/Amortization
C4ital Assets - Net (Beforc W. I P)

Con*ruction Work in Progrcss

Nef Capital Assets

Other Ass€is:
Note Receivable - Housing Develcpment

krantire Progmm

Totsl Assb

1,809,040 1,659,573 t49,46'l

654,920
575,000
r38,278

\ 41)
a 1)\

288,397
) ,o4

10,000

0
101,698

28,E56

1Er'.,349

8 75,000
130,850

0
41SL

3 55,,408
1R0l

0

3,628

28,937

470,5'7 |
(300,m0)

7 428
sA72
(ne)

(67,011)
(l,5e7)

10,000

(3,628)
)9. \A)

(81)

255%

Q4n
6%

N/A
(sy")

(1ew
gln

N/A
(100/o)

39% -.(u/o)
9%

(s.034) (187o)

0
963,655
(r't,6f.2)
(l,989)
(2,324)
(1,128)

0

0

9,509,965 8,569,413 940,552 ttvr
(s,038,872) (4,838,301 (200,567) 4%
4,4'71,W3

44't,240
3,731,108
885,161 (43'7 ,92r)

4,918,333 4,616,269 302,W

s.283 29.7r'7 Q4,434\ (82o/o\

6,756,085

23,429 28,463

46,9t3
9,121,544

1@,43
22,969

123,928
5 041

16,23s

46,913
8,157,889

178,105

24,958
126,252

7,071
16,235

v/.
'l2o/o

(r0y.)
(8v")

QN
(r6"/")

0%
U/o11.990 11.990

739,985 20%

Gq/o)
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Sctredule I (Continued)

Rock Rapids Municipal Utilities,
A Compontnt Unit of the City of Rock Rapids

Electric Utility Fund

Comparativ€ Staternents of Net Focition

June 30,

20 13 mt2
Amount of Percentage

Chsrge ofchange
Liabilities
Current Liabilities (Pryrble From Cur€nt Assts):

Accounts Pa)€ble

Du€ To Oth€r Utility Funds
Due To Oths Goverun€nts (Related Paty)
Due To Other Govemments

Construction Conf acb Payable

Accrued Vacation/Comp Time Pay

Flex Spending Plan Payable

Accnred Payroll & Payroll Liabilities
Total Currtnt LirbiIti€s

(Peyable Florn Curr€nt Asscb)

Liabilities Payabb Fmm R€stricted Cash:

C\rstomer Deposits

Long-Terrn Liability:
Accrued Sick kave Pay

Tot l Uabiliths

Net P6ition
Net Invesfi€nt in Capital Ass€ts

Urn€sricted

Total N€t Fo8ition

6.055 6,623 (s68) (9olo)

66,575 115,167 (48,592) (42v.)

23,429 28,463 (5,034) (r8"/.)

12.382 l2,ll7 265 2v.

102,386 155,747 (53,361) (34o/o)

4,918,333 4,6'16,269 302,W 7%

t,'135,366 1562,N6 l'13,360 lr'/"

s 6,6s3,699 6J7827s 47s, 8%

18,132

19'7

49,501

0
(3r,369)

197

t7
A1

Qr Are)

63n
N/A
ltyo
55%

(7 sy")

175 158

13,95 8,802

7,256 28,6'15

19,903 21fi8
1,212 0

(1,50s) ('7o/o)

|,2t2 N/A

See Accompanying Independent Auditor's Report.
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Schedule 2

Rod( Rlpids Municipal Utilities,
A Component Unit of the City of Rodr Rrpids

Electric Utility Fund

Comparative Stst€rnents of N€t Fosition

June30,

2013 20tl
Amount of Perc€ntage

Change ofchang€
Assb
Curr€nt Asseh:

Cash

Certifi cates of D,eposit
Accounts Receivable
Due From Other Utility Fuds
Due From Other Governments (Related Paty)
Due Frorn Other Govemments
Interest Rec€ivable
Note Receivable - Howing Development

Incottive Program
lnventory
Prepaid Expenses

Total Current Ass€ts

Restrict€d Cash:
C\rstomer D€posits

Capital Ass€a:
hnd
utility Plant
Trarwortdic'n Equipment
Office Equipment
Tools ard Safety Devices
Conrnunication Equipment
Met€r Testing Equbrcnt
htangibles

Total Ceibl Assets (B€fore W.LP)
I-ess: Acclmulated D?rciatiodAmortization
C4ital Assds - Net (Before W.tP)
Consruction Work in Progress

N€t Crpital Ass€ts

Oth€r Ass€ls:
Note Receir,able - Housing Dwelopment
Ilcantive Program

Total Assts

I,80S,040 1,7 62,444

654,920
575,000
138,278

5,4',12

4,125
288,397

) taa

10,m0
101,698
28,856

s 18,856

I,030,000
t22,7't 5

0
4,97 8

5,782

0
48,31 l
25,1 l9

136,W
(455,000)

l5,503
\ 41')

(853)

281,774

(3,488)

10,000

s3,387

26%
(44y1

r3%
N/A

(r7"/.)
454%
(6V/o)

N/A
n1%
rs%

46,s96 3%

23,429 '>1 151 |,072 5%

46,913
9,t2t,94

r@,43
22,969

t23,928
s o41

16,23s
11,990

0
1,W5,787

48,97s
(1,e8e)

(5,r24)
(1,128)

0

0

46,9t3
E,025,757

I I1,,168
?4 0st

129,052
't,0't I

16,23s
11,990

0%
t4%
44%

GN
(4vt

Q6n
v/,
0%

9,509,965 8,3't3,44 | ,t36,521 140/o

(s,038,872\ (4,6W,364) (429,s08') 9%
4,47t,@3 3,7&,O80 707,013 t9%
447,240 422,290 24,9s0 6%

4,918,333 4,t86,370 't3t,963 t7%

5,283 s 283 N/A

6,756,085
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Schedule 2 (Continu€d)

Rod( Rrpids Municiprl Utiliti€s,
A Component Unit of the City of Rock Rapids

Electric Utility F||nd

Comprrative Strten€nts of N€l Position

June 3Q

20 rt 2011

Amount of
Change

Fercentag€

of Change
Liabilities
Current liabilities (Payrble Fmm Curr€nt Assb):

Accounts Payable

Due To Utility Fulld
Due To Other Govemments (Relaled Pdy)
Due To Otha Gorcnments
Construction Contacls Payable

Accmed Vacatiorl/Comp Time Pay

Flex Spanding Plan Payable

Accnred Payroll & Paymll Liabilities
Total Currcnt Lirbilities

(Pryrbb From Cu rr€nt Assets)

Liebilities Payable Fmm Restricted Cash:

Custorner D€posits

Long-Tenn Liability:
Acoued Sick kave Pay

Total Liabiliths

Net P6ition
Net InvestnFnt in Capital Assets

Uff€sticted

Total Net Poeition

66,57s 101,996 Qs A2r) (35y")

23,429 n357 I p12

444

5%

4%

102,386 136,291 (33,90s) (25"/")

4,918,333 4,186,37 0 731 ,963 lTYo

1,73s,366 r,64'1,980 87,386 5%

18,132
l9'l
175

13,&5
'7,256

19,903

1,212

18,015

0
166

6,U2
50,794
r9,043

1,2Q3

lt7
197

6,803
(43,538 )

860

9

122

to/o

NiA
sYo

994/o

(86010)

5%
1%

2yo6,055

$ 6.653.699 5.834.350 819,349 l4Yo

See Accompanying lndependent Auditor's Report.
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S ch ed ule 3

Rock Rrpids M unicip.l Utilities,
A Co mpotr etrt U n it of th€ City of Ro ck R.pid s

f,lectric Utilitv Fund

Comprrrtive Strtcm€nt.ofRevenues, Expense! rnd Ch!ngei in Fund Net Position

For tho Fiscrl Ycsr
Etrded Jun€ J0

Amount of
2013 2012

Perc€nlrge
c hrnre of C hrnge

O p€rrting Revenues:
Residential Sa les
C om merc ial Sales
P ub lic Street and H ighway L ighting
Wind Power- Residential and Commercial
M aterial atrd Service Sal€s
Selvice Income
S ervice lncome (Related Party)

Totrl Operating Revenues

O perrting Expenses:
P roduction/P ro cessing Expense
D istribution E xpense
A ccounting and Collectiog
A dm inistrative and Ge nera I

Fr€e Community Servic€ (Related Party)
Free Community S eIvice
T Ianspo natio n

D ep reciation
Payro ll Taxes

Tota I Operating Expenc€s

Operrting In com e

Notropenting Revenu er (Exp€nsei):
G ain on DisposalofCapitalAssets
R eotals
Rentals ( Re lared Pany)
Customer P enalties/C re dit Card F eEs

M isc e llaneous Income
I nteaest Inco m e

Insurance Proceeds (lce Sto nh )
I nterest E xpense

Net N otrop.r.ting Revenu€s (Erpenses)

Chrng€ in Net Position Before Specirl Item s

rod Extrrordina ry ltem

Speci.l I t€ms:
Energy E fficiency and Conservation

BlockGrant
Hazard Mitigation G rant Program
Free Community Service (Related Party)

Tot.l Specirl Ite ms

Extrrorditrxry Item:
FEM A DisasterGrant(lce Storm)

Change in N€t Poaition Aft€r Specirl Items
and Extrrordinrry Itetrt

N et Poritiotr Bcginning of Ye or

Net Poiition End of Ycrr

2,153 ,97 9 2,044,599

I, t47 ,15 0

1,075,04 3

16,19 3

468
32,51 3

8 205

1,357,068
t82 ,13 4

22,72',1

168,121
r0t 22 |
26 2s6

'7 ,44 9
253 .01 6

1,03 3 ,5 67
963,l l4
29 93s

486
3r,348
3,528

| ,282 ,5 13

| 80 293
24 ,9 2a

179,0't9
100,768

E,301
5,428

231 ,7 4l
3l ,548

1l 3,5 83

111,929
(t 2,E 42'

( l8)
l,l 65

4,677
0

2,4 41
(220r1

(l 0,9 5E)
4 53

1 7,9 55
2,0 21

3,7 79

I to/o

l2yo
(44 %)
(4%\

40/o

| 330/o

oo/o

60/o

tvo
(9 %)
(6%)

0%
2l6yo

37 Vo

9yo

t2vo
r09,380 5"4^

r29 ,725 20,6 I I l0 9,1 l4 s29%

l7,t50
r,000
5,000
133 l

53
'| 264
3,356

(22 5\

250
1,000
5,0 00
|,168

2Al
11 ,6 08

0
(2r3)

I 6,9 00
0

0
263

(2 28)
(6,3 44)
3,3 56

(t2)

61 60%
ooa

o%
23%

(81 %)
(41 %',

N/A
6Vo

35 ,02 9 2l,o94 13,935 66%

t64,754 4t ,'t 05 t21,049 295%

t5,509
32,782

(t2,72 t)

6s 219
3E0,720

(t43,7 t9)

(4 9,7 l0)
(34?,938)
l3 0,9 98

(76%)
(9t %l
(91 %l

35,57 0 302 220 (26 6,6 50) (88 %)

275 ,100 0 27 5,100 N/A

6 .I t8.2',7 5

343 ,9 25

5.834.3 50

l3 1399

343.925

380/o

6v"

6,653 ,69 9

See Accompanyin g Independent Audi tor's Report.
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Schedule 4

Rock Rrpids M uniciprl Utilities,
A Componcnt Untt ofthe City ofRock Rrpids

Electric Utility Fun d

Comprrrtive Statements of Revenu€3, f,tpenscs and Chrngcs in Fund

For the Fiscal Yerr
f,n d€d Jun€ 30

20r 3 201 I

Net Po sition

Amountof
Chinge

Percentege
ofC hrnge

O pcrrling R€venu€s:
Residential Sale s

Commercial S ales
Public Street and H ighway Lightitrg
Wind Power Residenthl atrd Commercial
M aterial and Service Sales
S ervice Inco me
Service Inco me (Related Party)

Totr I Operatitrg Ravenue.

O pe.eting Exp€nre3:
Production/P ro c€ ssing Expense
D islribution E xpense
A ccounting and Collecting
A dm inistrative and General
Free Community Service (Rela&d Party)
F ree Co m munity Service
Tmnsponation
D ep re ciation
Payro Il T axes

Totr I Opercting E xP erl s€s

Operating Income

N o|rope'rtin g Revenues (Erpenses):
C ain otr DisposalofCapitalAssels
R entals
Rentals (Related P arty)
Customer P enaltie s/C re dit Card F ees

M iscellatreous In co me

Intere st Inco me
Insurance Proceeds (lce/Hail Storms)
I nterest Expense

Net N onoperatitrg R €v cnu et (E xp€dsai)

Change in Net Posltlon Befor€ Specirl Item
.trd Extrrorditr.ry Itcm

Specirl Item s I

Ene rgy Efficiency and Conservation
Block G mnt

Hazard M itigation Crant Program
Free Community Service (Related Party)
Totrl Specirl ltems

ExtrNordinrry Item:
FEM A D isaster Crant (lce Storm)

Ch!ng€ iB Net Porition Aftcr Speci.l Itcms
and E xtrrordin. ry Item

N et Poiiilon Beginoing of Yerr

N€t Position f,nd o f Ye.r

$ I,147,150
I,075 ,04 3

16,t 9 3

46E
32 ,513

8 20s
4,t32

I,058 ,9 85
912 ,t 68

32,363
5 48

5,571
4,840
4,t 32

8 8,1 65
102,8?5
(16,1?0)

(80)
2 6,9 42

0

(2,7 44)
(6,990)
(4 ,7 34)
(5,093)
9,3 06
2,5 20

3 6,0 61

E%

I to/o

(so %)
(rs%)
484%

10%
0%

t00/6

(t%\
(24 o/.\

(3'/.)
(s%)
ss%
5 tvo
t1%
230/o

129,',725 8 5,5 l l 442t4 s2%

l7,150
I ,000
5 ,000
I,43 I

1,264

0
I ,000
5,000
I,404

0

19,928
3,780

l7,l 50
0

0
27

(t 2,6 64)
(424)

48264

N/A
00/6

00/.

2%
N/A

(64 %)
(ll%)

rrr<r tl llr rq?) 69',.
35 -02 9 30.9?9 4,050 13ro

t64 J54 116,490 4 toh

2,3 59
3 2,',t 82

(t 2,7 21\

l8%
N/A
N/A

275,100 0 2? 5,100 N/A

475,424

6.t78.215 5,104,'l l0 47 3,565

129,640 l4 5,7 E4 26tvo

80/o

$ 6,653 ,69 9 5,834,350 819,349 | 4Vo

1,357,068
t82 ,13 4

22 J27
168 ,12 l
tor 22r
76,256
1,449

253 ,07 6

|,231 ,074
185,478
29 ,',l l7

t72,8ss
106,3 l4

l6 ,9 50
4,929

2l?,009

2,t53,9t9
2a ,710

I,993 ,0 96
35,327

30,979

r5,509
32,742

(t2,72r)
35,570

See Accompanying lndependent Audito,r's Report.
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Schedule 5
Rod( Rtpids Mnnicipal Utilities,

A Conpon€nt Unit of the City ofRod( Rrpids

Water Utflity Fhnd

Comparative Strternents of N€t Focition

June 30,

2013 20r2
Amount of P€rcentage
Change ofChange

AssS
Current Assets:

Cash

Due From Other Utility Fuds
Accounts Receivable
Due From Other Govemrnents (R€lat€d Ptrty)
Due From Other Govemmens
Int€rest Receivable
Note Receivable - Lyrn & Sioux Rural Waer

Systern, Inc .

Inventory
Prepaid Expenses

Total Currcnt Assrls

R€sficted Cash:
Customer DE)osits

Capital As€ts:
tand
Utility Plant
Traneortation Equiprnent
Office Equipment
Tools and Safdy Dsvices
Cormnunicaion Equipmant
Mete! T€sting EqubrEnt
Intmgibles

Total Capital Asse6 (Before W.LP.)
I-€ss: Accumulated DeprcciatiodAmortization
Cqital Assds - Net @efore W.l.P.)
Con$nrction Work in Progr€ss
Net Capital Assets

Other Assct:
Note Receivable - Housing Dweloprment
Incentive Program

Total Assb

425,157 387,378 3't;179 t$/o

7,310 7,70s (395) $n

1s5,682

60

59,583

961
726

3,5W

lffi,n2
ts 610

1E,025

271,700

0
70,67 5

Q2
z168

0

0

27,340
16,593

016,018)
60

(l l ,092)
359

258

3,509

rfi,972
(1,701)

|,432

(43V")

N/A

06n
6V/.
55%
N/A

N/A
(6Y")

9%

| ,0@,299 | ,0@,299 0 V/o
6,316,885 5 5R5 1t5 731,550 13%
Q.565.68r'.\ (2.473.693\ (91.991\ 4%

I18,311
5,074,551

29,951
1 {04

t1 {n{
l,m6
5,668

3,751,20r
303,495

I 18,31 I
4,321,286

?o0{l
6,498

42,316

I,006
5,668

0
7s3 265

0
(2,w)

(18,81l )
0

0

639,559
(4t7 ,940)

0%
170/o

0%
(4sy.)
(44y"\

v/.
v/.

2t%
(58v.\

3,t'lt,&2
721,435

4,0y,696 3,833,077 22t,619 60/0

0 s,s67 (s,s67) (rov/o)

4,487,163 4,233.72'7 253 ,436 6yo
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Schedule 5 (Continued)

Rod< Rrpids Municipsl Utiliti€s,
A Compon€nt Unit of the City of Rock Rapids

Wrter Utility trund

Cornparrtive Strt€rnents of Ncl Docition

June 30,

m13 2012
Amountof Percentage
Change ofChange

Urbilities
Current Liabilities (Payable From Curr€trt Assts):

Accounts Payable

Dtre To Oth€r Utility Funds
Due To Other Govemm€nts (Related Prty)
Du€ To Oth€r Goverfinants
Construction Conracts Payable

Accrued Vacation/Comp Time Pay
Accmed Payroll & Payroll Liabilities

Totrl Curr€nt Lisbilities
@ayabh Flom Curr€nt Ass€ts)

Liabilities Payable Fmm Restricted Cash:

Customer D€posits

Long-Tenn litbiliti6:
Acoued Sick kave Pay

Advace Rom Other Utility Fund

Totsl Long-Term Lirbilities

Total Lhbiliti€s

N€t Pocition
Net InvestrFnt in Capital Assets

Unlesficted

Totd N€f hsition

346,660 165,214 t8t,46 ll0o/o

'1,310 't,70s a9s) (svi

38,701

261,233
100

1,841

30,696
r 1,635
) A\A

29,014

80,062
9,387
1,790

30,922
I1,154
2,885

9,68'7

l8l,l7l
(e,287)

5l
Q26)
4El

(431)

33%
2260/o

Qen
3%

(rn
40/o

(rsvl

5,638 s a))
1,069,816 1,137,394 (6?,578) (6"/")

t,w5,454 r.142.916 (67 A62\ (60/.\

1.429.424 1.315,835 113.589 9%

116 2o/o

2,9t7,302 2,630,981

rN,431 286,91 |

286,321

(146,474)

I lYo

(5rvl

$ 3,0s7,739 2917,892 r39,U1 5%

See Accompanying Independent Auditor's Report.
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Schedule 6
Rock Rap ids Municipal Utilities,

A Conpon€nt Unit of the City of Rod< Replls

Water Utility Fund

Comparative Stat€menh of Net Fositfun

June 30,

2013 20ll
Amourt of Percentage
Change qtq!!4ee

Asseb
Current Assets:

Cash

Due From Other Utility Furds
Acccunts Receivable

Due From Other Govemments (Related Paty)
Due From Other Govemments
lnterest Receil?ble
Note Receiwable - Lyon & Siorx Rural Wd€r

Syst€m,lnc.
Ioventory
Prepaid Expenses

Total Current Ass€ts

Resbict€d Cash:

C.t.lstorner D€posits

Capital Ass€b:
land
uriliry Plant

Trarwortation Equipmflt
Office Equipment
Tools and Saf€ty Devices

C-oIrtrnunication EquiFnent
Mebr Testing Equbrrent
Intagibles

Total Capital Assets (Beforc W.lP.)
I-ess: Acc'rmulafed D€prcciation/Amortization
Capital Assds - Net @eforc W.I.P.)
Con$ruction Work in Progress

N€t Capital Assets

Othfi Asset:
Ie wis & Clark Proict M€r$ership (Related Paty)

Totrl Assb

18.025 16.062 I,963
425.157 3$.n3 81.384 24%

't,310 6,U5 465 70/o

155,682
60

59,583

96r
126

3,509

lffi,9',72
2s,639

253,586
0

36,609
l1,920

4'14

0

0

25,122

(e7,w)
60

)) a1L

(1095e)
252

1 VIO

rffi,972
5t7

(3v/o)
N/A
63%

Q2n
53%
N/A

N/A
2%

t2%

118,31I

5,074,551
29,951

3,751,201
303,495

4 t r? 155

29,9s1

|,965,0s1
208.701

Q,n4\
(21 ,6r l )

0

(4sy")
(8n

v/o

llE,3ll 0 v/,
951,196 230/o

0 v/.
3,594 6,498

23,fi5 45,1 16

1,006 1,006

t,0&,299 6,710 I,053,589 t5702%
6,316,885 4,336,615

5,668 5,668 0 0%

| ,980,2'70 46%
(2,s6s,684) Q,37r,ss8\ (194,126) 8%

1 ,'186,144
94.794

9r%
45%

4,0v.696 2,t73.7s8 1,880.938 8'7%

0 1,053,588 (1,053,s88) (r00%o)

4,487,163 3,57't,964 9@,199 25%
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Schedule 6 (Cutinued)
Rodr Rap ids Municipal Utilitis,

A Compon€nt Unit of the City of Rod( Rrpits

Wrter Utility trlrd

CompanNtiv€ Stat€rnents of Nrt hcition

June 30,

2013 20tl
Amount of Percentage
Change ofChange

Liabilities
Current Liabilities (Payable Fmm Current Assets):

Accorns Payable

Due To Other Utility Funds
Due To Other Govemm€nts (Related Paty)
Due To Other Govemments

ConstnKtion Contsrb Payable

Accnred Vacation/Comp Time Pay

Accnred Payroll & Payroll Liabilities
Total Currcnt Lirbilities

(Payabh FYom Current A$ets)

Liabilities Payabb Frcm R€stricted Crsh:
C\rstomer Deposits

Long-Term Liabilitie :

Accnred Sick trave Pay

Advance Rom Other Utility Fund

Total Long-Term Liabilities

Total Lirbilitie

Net Position
Net Inv€strrent in Capital Assets

UDresticted

Total Net hcition

2.454 2,518 6+\ Qo/.)
346,660 96,0',14 2s0,s86 25r%

7,310 6,U5

5,638 5A41 197 4vo

1,069,816 5'17.W'l 492,719 Esvo
't,075,454 582.538 492,916 85%

t,429,424 68s,457 743967 r09o/'

'143,544 34%

38,701

261,233
100

1,841

30,696
l1,635

30318
51,'785

90
1,331

0
o o?t

8283
2@ 448

l0
510

J0,696
1,703

21%
q4vo
ttvo
38%
N/A
t7%

2,91't,302 2,173,'158

1&.437 7 18;749 (578,312) (80%")

$ 3.057.739 2.892.507 165232

See Accompanying Independent Auditor's Report.
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Schedule 7

Rock Rspids Municiprl Utilities,
A Componeot Utrit of the City of Rock R&pils

Wrt€r Utility Fund

Comparstive StrtemeDb of Rev€tru€s, Erpetrses rtrd Changes itr Furd Net Pdition

For the Fbcsl Yerr
Ended Jure 30

2013 2012
Amou of P€rcentage
Change of Cbsnge

Operatirg Revenues:
Watq Sales - Metqed
Watq Sales - Rural Water Syst€rn

Water Sales - Tank Loads
Material and Service Sales

Service lncome
Service Income (Related Pety)

Total Opersting Revenues

Operldng Expeoses:
Productior/Processing Exporse
Distribution Exp€nse
Accounting and Collecting
Administrative and Geneial
Free Community Service
T.a nspo rtatio n

D ep rEciation

Payroll Taxes
Totrl Ope.atitrg f, rp€nses

Operating lDcome

Notroperrting Reverues (Expe|rses):
Gain on Disposal ofCapital Assas
Rentals

Custom€r Penalties

Int€rest In@me
M iscelhneous Incorne
I nsurance S€tdement
lnt€rest Expense (Gas Fund)

Net Notroperrtirg Revenues (Erpetrses)

Change in Net Position

Net Position Begintring of Year

Net Posltion End of Ye.r

300,109

3 5 r,384
3,954

20,489

393

2,36r

?5q 54 7

)!s'ts4
614

29,289
511

2,361

40,567

105,630

t6%
43%

3,340 5440/.
(30%\
(32%)

0%

(8,800)
(184)

0
67t AqO slR I 17 l1n S{1 )60/"

t76,413
61,848
I1417

10r,473
5,566
2,905

l 16,988

152,297

85,038
14,927

104,99 9

0

1,662
104,935

24,116
(23,190)

(r,490 )
(3,526)
5,566

|,243
12,053

t6%
(2'7%)
( 10%)
(3%)
N/A
75%
n%

t7 16.718 861 5%
15.633 3%

I 82,481 57,561 t24,920 211%

250
880
186

0

40
0

(250)
0

l3
3,594

(40 )
5,702

| 39,847 25,385

2917,892 2,892,50'l

| 14,462

,)< lt<

45to/,

t%

3,05'1,'139 2,917,892

0

880

199

3,5

0

5,702
(53,009) (33,s32)

(l 00%)
0%
'1Vo

N/A
(l 00%)

N/A
58%

(42,634) (32,t'16)

See Accompanying Independent Auditor's Report.
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Schedule t
Rock Rrpids Municipsl Utiltles,

A Component Unit ofthe City ofRock Rapids

Wlter Utlitv Furd

Comparative Staiements of Revenu€s, Expenses and Cha ng€s in Fund Net Position

For the Flscsl Yerr
Ended June 30.

2013 20tl
Amount of

Change
Percentrge
of ChEnge

OFrrting Reve nues:
Water Sales Metqed
Water Sales - Rural Water Syst€rn

Water Sales - Tank Loads
Material and Sqvice Sales

Service lncome
Sewice Iucome (Related P0ty)

Totrl Operati1lg R€veItues

Opersting Expenses:
Production/Pro cessing Expense

Distribution Expense
Accounting and Collecting
Administrative and General

Free Community Service
Tlansportatbn
D €p reciati on

Paym ll Taxes

Totrl Operrtitrg ExpeDses

Operrting ltrcomc

Nonoperating Revenu€s (Expenses):

Gain on Disposal ofCapitalAssds
Rentals

Customer Penalties

Int€f,est Income
lnsurance Proceeds (Hail Stlrm)
Insurance Setdement
tnterest Expense (Gas Fund)

Net Nonoperatirg Rev€nues (Expetrses)

Chsnge in Net Position

Net Position Beginnirg of Yerr

Net Position f,nd ofYcar

300,10 9

351,384
3 9s4

20 A89
393

2361

250,8 39

t'tg379
3',12

4,t 49

592
236r

49270
172,O05

15t?
16340

(l ee)

0

20%
96%

9 630/.

3%
Q4vA

0%

6'18,690 43'7 ,692 240998

t76 Al3
61 ,84 8

t3t37
l0l,473

29O5
1 16,98 8
t? <?o

55,948

6l,045
r7 ,882
96242

1 550
r 396

84,6'73

120!6s
803

(444s)
5r?l
4,016
lJ09

32315
478

2lsyo
tyo

(2s%)

50/.

259%
I 08%

38%
3%

480/o

182381 l0l,855 8 0,626

0

880
199

3 594
0

5,702
(53,009)

9,650
880
2t5
4 t'7

3t36
0

(28,s7s)

(9,6s0)
0

( l6)
3,t't'l

(3,4 36)

5,7 02
(24 434)

( 100%)

0%

ow
7 62%

( 100"/")

N/A
860/0

139,847 8?,878

2,9t'7 ,892 2,8M,629

(13,917) (28,6s'7)

5 I,969

| | 3263

205v.

590/0

40/o

3,05'7,739 2,892507

See Accompanying Independent Auditor's Report.
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Schedule 9

Rock Rrpi& Municiprl Utfliti€s,
A Component Unit of the City ofRod( Rrpids

Server Utility Fund

Comparstive Strtsnents of Net Fosition

June30,

MB 2012
Amoutrt of Ferr€ntage
Change ofchange

Assts
Curr€nt Ass€ts:

Cash

Accounts Receirable

Due Frorn Other Uti[ty Funds
Due From Other Goremments (Relat€d Pa-ty)

Due From Other Goverffnents
Prepaid Expenses

Total Currcnt Ass€ts

R€shicted Cash:
Depr€ci ation Ressves

Capital As€ts:
utility Plant
Traneortation Equiprn€nt

Office Equipmart
Tools and Safety Devices

Intaogibles
Total Capital Asseb (Beforc W. t P.)

I-ess: Acomulaled D€preciation/Amortization
Ceital Assds - Net @efore W.I.P.)
Con$ruction Wo* in Progress

Net Capital Assets

Totrl Assb

692 444 248 560/0

rs,'t6s 13,823 | 94 Ao/o

198,58s 2N,700 (2,115) (PA

13,518 12,578 940 7%

161,155

20,w
JO

928

167,U3
18,084

0
506

(6,688)

| 92s
JO

422

(4Y,)

t1%
N/A
83o/o

2,26s,0s3
3E,380

1,79',7

t) 606

3.355

2,235,t9 |
38,3E0

730
l{t{l
3.355

29,862

0
|,M7

(12,555)

0

to/o

0%

t46%
(5V/o)

o%
2,321,281 23U,m1 t8,374 1%
(r,467,7@\ (r,443.228) Q4.s32\ 2%

853,521 859,67 9 (6,lsE) (tn
s7,424 s,t84 (6,760) (r PA

910,%5 923,863 (12,918) (rv.)

I,123,048 l,r 37,14l (14,093) (t"/.)

66



Schedule 9 (Continu€d)

Rock Rrpids Muricipal Utilities,
A Component Unit of the City of Rock Repids

S6Y€r Utility Fund

Compsrative Strtements of Net Fosition

June 3ll,

Ml:t mr2
Amoutrt of Derc€ntage
Change ofChange

Iiabflities
Current Liabilities (Payable Fmm Curr€nt Assts):

Accounls Payable

Due to Oth6 Utility Funds
Due To Other Goreffnqrts (Relat€d Paty)
Due To Oth€r Go\€nxrsrts
Acqued Vacation/Crmp Time Pay

Accued Payroll & Payroll Liabilities
Totrl Curr€nt Lirbi[ties

@ayable Fhom Current Asseb)

Inng-Tenn Liabilities:
Accmed Sick Ieave Pay
Advance Fom Other Utility Fund

Totrl LonfTerm Liabiliti€s

Totsl Liabilities

N€t Pcition
Net Investrcnt in Capital Assds

Restict€d for:
Depreciaticn Reerves

UruEstricted

Total Net Fosition

2,\6 2,139 (23) (rv.)
29,'t53 28,611

19,469 t6,157
50 45

273 240
7,838 8,066

7 |,964 (l,957) (1007o)

3 3r2 2V/o
5 ttvo

33 t4%
(228) (3v,)

|,142

5,493 5,377
31,669 48,614 (16,%5)

I l6 2yo

Qsv)
37,162 53,991 (16,829) QlVo)

6,915 82,ffi2 (15,ffi7\ (rgvo)

862,331 859,@2 3 2i9 V/o

13,518 2i,345

180,284 tE2,869

(e,821) (2n

(2,sE5) (lvt

1,056,133 i,065,306 (9,123j (\v"\

See Accompanying Independent Auditor's Report.
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Schedule 10

Rod( R.rpids Municiprl Utfliti€s,
A Componcnt Unit of the City ofRock Rrpids

S€rY€r Utility Fund

Comparative Strt€ments of N€t Fosition

June30,

20u 20l l
Anrount of Pertentage
Change ofChange

ASSts
Curr€nt Asets:

Cash

Accoun6 Receirable

Due From Other Utility Funds
Due From Other Govemments (Reld€d Paty)
Due From Other Govemments
Prepaid Expenses

Total Currcnt Assets

R€stricted Cash:
Deprrciaion Resmres

Capital Aseb:
Utility Plant

Traneortation Equipm€nt
Office Equipment
Tmts and Safdy Dsvices

htagibles
Total Ceiral Asseb (Beforc W.tP.)
trss: Accumulaed Deprcciation/Amortization
Capital Assets - Net (Before W.I.P.)
Congruction Work in Progress

Net Capital Assets

Total Assb

161,155

20,m9
JO

928
692

ls ?K5

180,803

t9,u7
19,u7

592
546

12,3'70

(19,648)

962
(19,01l)

336

146
? 10s

01,"a
5%

(100/o)
57%
2'70/o

27%
198,585 232,4s (33,820) Qsn

13.518 940t2.578 70/o

2,265,053

38,380
1,79'7

12,696

2,217,179

38,380
'730

30,25 |

4'7 ,8'74

0

|,M7
(l7,5ss)

0

146%
(s8v")

0%

T/r
v/.

2,321,28r 2,289,895 3l ,386 1%
(r,467,760\ (1402,693\ (65,067\ s%

853,521 887,202
5',7,424 51,940

(33,68r) (4y")
3,4U 6%

910,945 94t ,r42 Q0 ,'t97) (3yo)

r,tz3,u8 r,r86,r2s (63,077) (syo)
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Schedule 10 (Continued)

Rock Repkts Mnnhipal Utilities,
A Compotrent Unit of the Clty ofRodr Rapids

SelYe Utility Fund

Compantive Staternenb of Net Fosition

June 30,

2013 20tl
Amount of Fercertrge
Change ofChange

Liabilities
Current Lirbilities (Payable From Curr€nt Assetc):

Accounts Paydble

Due to Olher Utility Fmds
Due To Other Goreffnents (Relat€d Paty)
Du€ To Oth€r Co\€mm€nb
Constuclion C.onf ac b Payable

Accmed Vacaticn/Comp Tirne Pay

Accnred Payroll & Palroll Liabilities
Total Currcnt Lirbiliti€s

(Palable From Currcnt Asseb)

Long-Tenn Lirbilitie :

Accrued Sick leave Pay

Advance Rom Other Utility Fwrd
Total LongTem Liabilities

Totrl Lirbilities

Net Position
Net InvestrrEnt in Capital Assds

Resticted fot:
Depreciation Resenes

UruEsticted

Totsl N€t Fosition

29,753 29,367 386

'7

19,469

50
2',73

0
7,838

2,578
15,396

45
206

2,020
'7 ta.a

Q,s',n)
4,073

5

ol
(2,020)

694
138

( l0op/o)

260/0

I llo
33%

(t0v/o)
1U/o

7%2,|6 1,918
IYo

5 4qt

3r,669
5,300

64,77 |
193

(33,102)
4%

(sryi,\

3'7,162 70,07 | (32,w) (47y,\

66,9rs 99,438 Q2,523) Q3o/")

862,33 r 8 60,97 5

13,518 12,578 940 7%

180,284 194,087 (13,803) (7'l")

$ 1,0s6,133 r96't,640 (11,507) (ln

1,356 V/.

See Accompanying Independent Auditor's Report.
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Rock Rrpi& Municiprl Utift1€3,
A Comporent Unit ofthe City ofRock Rspids

Sewer Utility Fund

Comprrative Ststements of Revenues, Expenrer strd Chrng€s in Fund Net Position

For the Fiscrl Yerr
Ended June 30

Schedule 1l

Amount of Percentage
2013 2012 Chsnee of Chrnge

Operrting Revenuesi
Sewer Sqvice
Service lncome (Related Pdty)

Totrl Operrtlng Revenues

Operating Expenser:
Production/Pro cessing Exporse
Aocounting and Collecting
Administntive and Ceneral
Free Community Service (RelaEd Party)
Transportation
Depreciation
Pa)Toll Taxes

Total Operating Expenses

Operating Income (Loss)

Nonoperrtin g Revenues ( Erpetrses):
Customer Penalties
Int€rest Expense (Gas Fund)

Net Nonopersting Revenues (Expenses)

Chrnge in Net Pditiotr

Net Position Beginning of Year

Net Position End of Year

2423t8 236,t02 6216

24t ,t3 8
1,180

234 922
I,180

62t6
0

3%
00/"

3%

t22139
6550

s6447
5280
3,41 5

a) t15

t2,66 |

113,853

6,6 15

s4 9O'7
5 280
2 982

405 35

I1,843

8J 86

(6s)
2A 40

0

433
1,6 00

818

80/.

0w
50/o

oo/"

t5%
4%

7%
248,927 235,t l5 13,812 6%

(6,60 9) 98'l (7J 96) ('t1lvo\

(9,17 3)

l,065 J0 6

(2 334)

t,06'7 s40

(6,839)

(2334)

293%

(07")

$ 1,056,13 3 1,06s 3 06 (9,173) (tv.)

See Accompanying Independent Auditor's Report.
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Schedule l2
Rock Rrpids Munlcipd Utilti€s,

A Component Unit of th€ City of Rock Rrpids

Sewer UtilitY Fund

Comparative Strtements of Reyenues, Expenses rnd Changes in Fund Net Posldon

For the Fiscal Ycar
Ended June 30,

2013 201I
Amount of

Change
Percentrge
of C ha nge

O perrting Revenuei:
Sewer Service

Matedal and Service Sales

Sewice lncome (Related Paty)
Total Operating Revenues

Opersting Expenses:
Production/Pro cessing Exp ense

Accounting and Collecting
A dministrative and General

Free Community Service (RelaEd Party)
T ranspo rta tio n

D€prcciation
Payroll Taxes

Totsl Openting Expenres

Operating Income (Loss)

NonoperNting Revenues (Expenses):

Customer Penalties

lnt€rest lncome
Hail Insunnce Pro ceed s

lnterest Expense (Gas Fund)

Net Nonopersting Revenues (Erperses)

Chsnge in Net Poiition Before Specbl ltem

Special Item:
wTFAP Grant

Chsnge in Net Posltion After Sp€cid ltem

Net Position Beginnitrg of Yerr

Net Position End of Yerr

'rt? 9) 1 235,016

24t,138
0

I ,180

236370
450

1,180

4,'168
(450)

0

2%
( r00o/o)

0%
242 3t 8 238,000 4J l8 2%

t22 439
6Js0

56147
s 28O
3Ats

42,13 5

12,66 |

I t9,463
7,068

ss 2'79
3,838
3O98

34J90
1l ,4 80

2,976
(518)
I,l 68
144)

3 t'7
't,345

1,181

zYo

(7 v.)
2yo

38"/.
1Oyo

2t%
t0%

1 3911 6%

(6509) 2,984 (9Je3) Q2rva

119 204 (2s)
(355)

( r,001)

(t2v.)
( r007")
( 100 "/")

0 355

0 I,001

(9,17 3)

0

(9,17 3)

1,06s 30 6

(2:t43\ (4,16e) 1126 (34v"\

(2 564) (2 ,6 09) 4s Qvt

375

869

| 244

1,066 J 96

G37yA

(0 "/")

(9J48) (2s46v.)

(10J l7)

( 1,0e0)

1,056,133 1,067 540 (11507) (tv,\

See Accompanying Independent Auditor's Report.
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Schedub 13

Rock Rrpids Municbsl Utifiti€s,
ACoqotre Unit of the City of Rod( Rrpids

Gas Utility Ftnd

Corylrstiv€ Strtemetrts of Net Pmitiotr

Assets

Curr€nt Assets:

Cash

Certificates ofDeposit
Accounts Receiwble
Due From Other Utility Funds

Due From Other Govemments (Rdated Paty)
Due From Other Covernments

Intaest Receiwble
Note Receir"able - Rock Rapids Development Corporatiqr
Inventory
hepaid Expenses

Total Curretrt Assef!

R€stricted Cssh:
Customer D€posits

Cspit.l A.sets:
land
utility Plant

Trdlportdion Equipment

Office Equipm€nt
Tools and Safdy Devices
Intangibl€s

Total Capital Asets
l,ess; Accumulated Depreciatio/Amofi izdion
N€t Capitel Assets

Other Assrfs;
Advances To Oth€r Util ity Funds

Not€s Receivable - Rock Rapids Dwelopment Corpordion
Note Receivable - Housing Dwdopment

Incenti le hogram
Total Other Assets

Totrl Assets

June30,

2t)13 2012

Amount of Pen€otrge
Change of Change

329,t86
2,t2s,0@

u,7u
2'75,431

1{?l
1,33E

8,220
6,000

38,856
12,335

2862.6'll ) 11< '\1) 87 29

24.470 3 t.72s (7 ,25', (23yo)

628288
1,900,000

86,099
96219

1,0E7

399

6,325
6,000

38,543
12,412

(299,t02)
n5,w
(21,315)

t792lZ
434

939
1,895

0

313
(77',)

(4Ev")

rT/o

Qsn
186%
4V/o

23s%
3V/o

e/o
1o/o

(t%\
3%

1,090,919

E9,949

8,176
73,097
ll ooj}

1,07 3,t44
101,000

7,596
'73,@7

11,990

0

1'7,775

(11,051)

580

0
0

tr/o

2!/o

(l l "/o)

tr/o
V/o

@/o

13,863 13,863

1,2E7,994 1280,690 73U lyo
( 64s,t98) (618,364) (26,834) 4%

642,796 662,326 ( r9,53q Qn

I,101,485
t97,553

I,186,008
t07 s51

(u,523) (7%)
0 ff/o

40,001 135%69,7 t'7 29,716
1,36E,755 t,413,2'7 7 M \))\ (3%\

4,898.692 4.E82,700 15.992
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Schedule 13 (Continued)

Rock Rapids Municbal Utiftier,
A Cornpotretrt Utrit of tt€ City of Rod< Rrpids

Cfls Udlity FUnd

Cooparative Statemetrts of Net Pocition

June3Q

M13
Amo[trt of Fercetrtsge
Change of ChangeLiabilities

Current liabilfies (Pryrbh Fmm CUF€trt Assets)r
Accounts Payable

Du€ To Othe{ Utility Funds

Due To Other Govemmarts (Related Paty)
Due To Othq Govemments
Accaued Vacation/Comp Time Pay

Acoued Payroll & Payroll Liabilities
Uneanod lnconp

Total Currcnt Liabilties
(Psyable From Cu rr€nt Asscts)

Liabilities PNylbb From R€stricted Cash:

Customer Deposits

Long-Tenn Liabilities:
Accrued Si* l,eave Pay

Totd Iisbilitit's

N€t Positiotr
Nat Invest[Enr in Capital Assds

Unresticted

Total Net Itsitbn

1.r4,r42 203,001 ( 88,E59) (44V")

24,470 31,725

10,649 10,432

(7,2ss)

2r7

(23y0

2%

642,'196 62,326

4,14t,79 4,017,373

(1e,530)

124,381

Gva

3%

$ 4.784.550 4,679,699 104,851

693
100

r8,723
998

16,634

1,001

0

18,698

1,62
18,029

4,93 8

(308)

100

25
(464\

(1,3e5)
(1,583)

Grn

e/o

Q2y,)
(8"/")

(32y,)

38,520 116,',716 '78,196 6'7%

See Aaompanying lndependent Auditor's Report.



Schedule l4
Rock R.opids Municipsl Uti[ties,

A Compotrent Unit of the C ity of Rod< Rapids

Cos Utilify Fund

Comprrstive Statenrents of Net Positbn

June3O

2013 2011

Amount of Percqtege
Chrnge of Change

Assts
CUIr€nt Ascets:

Cash

Ceftificates ofDeposit
Accounts Receilable
Due From Other Utility Funds
Due From Gov€rnrErtal (Revolving L@n) Fund

Due From Other Covemments (Relded Party)

Due Frorn Other Govemments

Note Recdvable - Rak Rapids Devdopment Corpontion
Interest Receivable

Inventory
Prepaid Expenses

Tot{l Currcnt Asr€ts

R€stricted Crsh:
Custome r D€po6its

Crpitsl Assets:
I-and

Utility Plant
Tranpoltdion Equipment
Office Equipmort
Tools ard Safdy Devices
Intangibles

Total Capital Assets (Before W.tP)
l-ess: Accumulded Deprec iati or/Amortizdion
Capital Assds - Ne t (Before W. t P)
C-on $ruction Work in Progress

Nfl Cspitrl Assets

Oth€!'Assds:
Advances To Other Utility Funds
Notes Receivable - Rock Rapids Dwelopment Corpordion
Note Receivable - Housing Dwelopment
Incentive Program

TotNl Other Ass€ts

Total Alsets

64,7 546,8t'l 107,030 20%
0 81,440 (81,440) O00ol")

64,7 628.257 25,5m 4%

329,186
2,125,000

&;1V
)1< t\1

24,470 30,23 E (5,768) (tevl

13,863

1,0m,919
89,949
8,176

73,O9'l

11,9m

13,E63

920,2t7
101,000

7,596
'7 5,89'7

l r,990

0

170,'102

0
580

(2,800)

0

0%
t9%
o%
8%

(4vt
o%

r2E7,9
( 645,198)

1,130,563
( s83;746'^)

168,482

(6t,4s2')
t5%
n%

1,101,485

t 97,553

69,7 t7

64 r,E6E

209,553
459,6t7
(12,000)

'12%

(6Y:l

o 69,7r'7 N/A
1.368.75s 85 1.421 5t'7.334 6t%

4.890,472 4.766.88s r34,63E 3%

0
r {t1
r 11R

6,000

0

38,E56

12.335

727,66
2,325,N0

69,880
67,181

501

814

t,'149
\ aa1

r3,40
33,882

(398,.{r0)
(200,000)

(5,096)
208,250

(501)

707
(411)

553

03,460)
4,9',74

946

65n
on
Qva

310%
(1007o)

E7%

Q3n
t0%

(1007o)

t5%
8%I 1.389

2,8s4t51 32s6,969 ( 402,s 18)
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Schedule 14 (Continued)

Rock R.rpids Muntipal Uti[dcs,
A Compouent Unit of the City of Rod( Rrpids

Gas Ut'lity Fund

Comparative Statemenb of Nft Pocitfun

June 30,

2n,3 mtl
Amou of Perccntrge
Chsnge of Chfngetirbilities

Currcnt Lisbiliti€s (Pryable Frcm Cur(trt A!sts):
Accounts Payable

Du€ To Oth€r Utility Fund6

Due To Other Govemments (Related Paty)
Due To Oth€r Governm€nts
Accaucd Vacation/Comp Time Pay

Acqued Payroll & Payroll Liabilities
Uneaned Incorne

Totsl Currcnt Liibilti€s
(Payable From Cun€nt Assets)

Urbilfies Psyrbb Fmm Restrhted CEsh:

Customer Deposits

I-otrg-Terfl Li&bilities:
Accrued Sick Irave Pay

Totd lirbiliths

Net Ass€ts
Invested in Capital Assets

Unrestrict€d

Totsl Nd As*ts

3E,5m s9,4r2 (20,892) (3so/A

79,02j ro'1,452 ( 28A29) ( n

30,238 (5,768)

693
100

r8,'723

99E

16,634

(e50)

(2,7M)
(s2)

l,l6l
(62e)

(86%)
(mn
03n
QN

80/o

(r6y0

5,054 (4,361)

I,050
2r129

1,05 0
15,473

33ss 3,984

24470

10,649 r0,n9 370

(rev.)

4yo

I A,ta r4'l ,969 ( 33 ,827) (23vo)

642,796 628,2s7 14,539 2Vo

4.141;154 3,991,709 150,045 4Vo

$ 4.784.550 4,619,966 164,584 4%

See Accompanying Independent Auditor's Report.
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Schcdulc l5
Rock RrpldE Municiprl Utliti€s,

A Co mpon ena U nl of t be Clty o f Ro d( Rrp id s

Gcs Utllitv Fund

Comporative Strt€fients of Revenuc!, Expenses and Chlrgca In Fund Net Position

For ihe Fiscrl Year
Etrded Jutre f,O,

Amount of
C hange

PeIleotage
of C hrrE e

Operating Revenues:
Residential Gas Sal€s

Commercial Gas Sales

Material and 5€ivice Sales

Service Income
Sewice Income Eelated Party)

TotNl Operrting Reverues

Operrting Erposes:
Production/Pro cessing ExpeDse

Distribution Expense
A@ounting and Collecting
Administrative and Generdl

Free Comnunity Service
Transpo rtatb n

Depreciation
Payroll Taxes

TotaI Operrting Exp€nse3

Operatirg hcome (Loss)

Notroperatitrg Revenues (Expenses):

Gain on Disposalo f Capital Assds
Custome. Penalties

Gas Rate Case Settlernent

Interest lnoome
Interest Income (Water, Sewea Funds)

Mbcelhneous In corne

Conshuction Support Pa)ment
lntqest Expense

Net Norop€f, atitrg Revenuer (Eapetrses)

Chrnge ir Net Asset3

Net Porition Beginning of Yerr

Net Polition EDd ofYear

9t2 823 89
o 3 )04

652,003
346,037

590
650

4,t32

591J59
292 J86

1399
870

4,t32

60 544
<l ttl
(130e)

Q20)
0

| 00/o

18%
(69V;)

Qsn
0%

1,003,412 891 ,04 6 tt2366 t3%

648,309
14,136
26,27 3

150,745

| 5,032
4,714

41,04 0
24,43 6

550,1I 9
r r498 0
2s 923

t53 579
0

5 ,03 8

314t8
23971

98,190
(40 3 44)

350

Q934)
15932

(324)
3 522

465

| 80/o

(36y0
10/o

(2V.\

N/A
(6n
lOo/o

20/o

984,6E 5 9ll,l28 80/o

t8,727 20 p82) 38,8 09 ( l9l o/o)

26,57 8

0

3,176
( 2e4)

0 250

38,339
37,036
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Schedule l6
Rock Rrptd! Mutricipal Utliti6,

A Co mponent Unit of the City of Rod( Rrpidr

Ga! Utility FuDd

CoEporative Strtemeats of Revenuei, Erpe6es and Chrrg€3 in Fund Net Positior

For thc Fllcd Yerr
Ended Jutre 30,

2013 20ll
AEount of

Chrtrge
Petletrtrge
of C hr qge

Opcr.ling Revenues:
Residential Gas Sales

Commercial Gas Sales

Mderial and S{vice Sales
Service Income
Service Income (Related Party)

Totsl Operstitrg Revetru€ g

Operrtitrg Exp€trses:

Productior/Plo c€ssing Exp€irse

Distribution Expense
Accounting and Collecting
Administrdtive and Ceneral
Fr€e Comrtunity Service
T adnspo rtatio n

Depr€ciation
Payro Il Taxes

Totrl Operf, ting Exp€nses

Operstitrg Income (LNs)

N onopersting Reverue3 (Erp€nses):

Customer Penalties

Cas Rate Case S€ttl€rnent

lntdest Income
Int€rest Income (Wat€r, Sewer Funds)

lnsurance Proceeds (Hail Strrm)
Constuction Sup port Payment

lnt€rest E xpense

Net Nonop€ratiq Rev€nues (Expenies)

ChNnge In Net Positiotr Before Other
Fitratrciog Use

O lrr€r Financing UEe:

Operating Transfers Out (Transfer b Estabfish a
New Revolving l-oan Fund)

Change in Net Pqition After Othcr
Fitranclrg Use

Net Position Begitrtritrg of Year

Net Poiitloo End ofYear 4,784,s50 4,619966 t6/.5E4

652,003 $

346,037
590
650

4,t32

747 290
381 ,60 5

267
I,017
4,132

(es 287)
(35J68)

(36'7)

0

(t3o/o\
(ev")

12 tyo
(360/.)

ovo

1,003,41 2 I,l34 3l l r30399) (t2y"\

648,309
74,t36
26,27 3

150,74 5

15,032

4,714
4l,040

184 23 s

I16,71 5
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158y'30
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4 325

39'.31 I

(r35 926\
(42 57e)
(2,824)
(7 ,6 E5)
't 9s7
(1ll)

| 229

(t7w
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( l0 o/o)

(sv")
8\Yo

Q'/")
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436 22 985 1.451 6%

l. 164.07 3 t5

18,727 ( 29,762) 48,4 89 (t63vo)
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0
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0
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Qe4)
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0
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(4 3e)
(3 233)
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23,008
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200/o
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See Aaompanying Independent Auditor's Report.
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Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Independent Auditor's Report on Internal Control
Over Financial Reporting and on Compliance and

Other Matters Based on an Audit of Financial
Statements Performed in Accordance with

Government Auditing Standards
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Independent Auditor's Report on Internal Control Over Financial Reporting and on
Comnliance and Other Matters Based on an Audit of Financial Statements

Performed in Accordance with Government Auditing Standards

'l o thc Members of the Utilities Board of Trustees:

We have audited in accordance with U.S. generally accepled auditing standards and the standards

applicable to financial audits contained in Govemmental Auditine Standards issued by the Comptroller
General of the United Stales, the financial statements of the govemmental activities, the business type

activities and each major fund of the Rock Rapids Municipal Utilities, a Component Unit of the City of
Rock Rapids, Iowa, as of and for the year ended June 30, 2013, and the related notes to financial statements,

which collectively comprise the Utilities' basic hnancial statements, and have issued our report thereon

dated January 27,2014.

'l'he report on the business type activities and the proprietary funds was adverse due to management not

recording the net other postemployment benefits (OPEB liability), the corresponding OPEB expense and the

disclosures on the OPEB obligation in the notes to the financial statements. Accounting principles generally

accepted in the United States of America require that the net OPEB liability be reported and expensed,

which would increase liabilities and expenses and decrease net assets of the business type activities and the

proprietary funds and that certain information/data be disclosed in the notes to the financial statements in

regards to the OPEB. The amounts by which this departure would affect the liabilities, net assets and

expenses ofthe business type activities and the proprietary funds and the failure to report the required OPEB

disclosures are not reasonably determinable.

Intemal Control Over Financial Reportinq

ln planning and performing our audit of the financial statements, we considered the Rock Rapids

Municipal Utilities' internal control over financial reporting to determine the audit procedures appropriate in

the circumstances fbr the purpose of expressing our opinions on the financial statements, but not for the

purpose of expressing our opinion on the effectiveness of the Rock Rapids Municipal lJtilities' intemal

control. Accordingly, we do not express an opinion on the effectiveness of the Rock Rapids Municipal

Utilities' internal control.

Our consideration of intemal control was for the limited purpose described in the preceding paragraph and

was not designed to identifr all deficiencies in internal control that might be material weaknesses or

significant deficiencies and, therefbre, material weaknesses or significant deficiencies may exist that were

not identitled. IIowever, as described in the accompanying Schedule of Findings, we identified certain

deliciencies in internal control over financial reporting we consider to be material weaknesses and another

deficiency we consider to be a significant deliciency.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or detect

and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination of
deficiencies, in internal control such that there is a reasonable possibility a material misstatement of the
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Rock Rapids Municipal Utilities' financial statements will not be prevented or detected and conected on a
timely basis. We consider the deficiencies in the Rock Rapids Municipal Utilities' intemal control
described in the accompanying Schedule of Findings as items 13-A, B, C and D to be material weaknesses.

A significant deficiency is a deficiency, or combination of deficiencies, in intemal control which is less

severe than a material weakness, yet important enough to merit attention by those charged with govemance.
We consider the deficiency described in the accompanying Schedule of Findings as item l3-E to be a
signifi cant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Rock Rapids Municipal Utilities' financial
statements are liee of material misstatement, we pertbrmed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, non-compliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective ofour audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of non-compliance or other matters that are
required to be reported under Government Auditing Standards. However, we noted certain immaterial
instances of non-compliance or other matters which are described in the accompanying Schedule of
Findings.

Comments involving statutory and other legal matters about the Utilities' operations for the year ended
June 30, 2013 are based exclusively on knowledge obtained from procedures perfbrmed during our audit of
the financial statements ofthe Utilities. Since our audit was based on tests and samples, not all transactions
that might have had an impact on the comments were necessarily audited. The comments involving
statutory and other legal matters are not intended to constitute legal interpretations ofthose statutes.

Rock Rapids Municipal Utilities' Responses to Findings

The Rock Rapids Municipal Utilities' responses to the findings identified in our audit are described in the
accompanying Schedule of l:indings. The Utilities' responses were not subjected to the auditing procedures
applied in the audit ofthe financial statements and, accordingly, we express no opinion on them.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of intemal control and compliance
and the result of that testing and not to provide an opinion on the etfectiveness of the Utilities' intemal
c,ontrol or on compliance. This report is an integral part of an audit performed in accordance with
9gvernment Auditile Standar4s. in_considering the Utilities' intemal controi and compliance. Accordingly,
this communication is not suitable lor any other purpose.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of the
Rock Rapids Municipal Utilities during the course ofour audit. Should you have any questions conceming
any ofthe above matters, we shall be pleased to discuss them with you at your convenience.

^ .!1W:awlhv 
e bnnuy to

De Noble & Comnanv PC
d,/b/a De Noble, Austin & Company PC
Certifi ed Public Accountants

Ianuary 27 ,2014
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Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Schedule of Findings
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Rock Rapids Municipal Ut ities,
A Component Unit of the City of Rock Rapids

Schedule of Findings

Fiscal Year Ended June 30. 2013

Findinqs Related to the Financial Statements:

INTERNAL CONTROL DEFICIENCIES:

13-A

13-B

Segresation of Duties - One important aspect of the internal control structure is the

segregation ofduties among employees to prevent an individual ernployee from handling
duties which are incompatible. We noted that the handling of assets and various aspects

of the recordkeeping functions are not entirely separated among employees.

Recommendation - We realize that with a limited number of office onployees,
segregation of duties is difficult. However, the Utilities should review its operating
procedures to obtain the maximum internal control possible under the circumstances.

The Utilities inability to eliminate segregation of duties issues reduces the effectiveness

of the Utilities conhol environment and increases the risk of material etrors, theft or fraud

not being detected.

Response - We will continue to attsmpt to segregate duties to the extent possible within
economic constraints.

Conclusion - Response acknowledged. The Utilities should segregate duties to the extent

possible with existing personnel and utilize administrative personneVgoveming body

members to provide additional control through review of financial transactions and

reports

Financial Reoorting - During the audit, we identified matsrial amounts of assets,

liabilities, net positions, revenues and expenses not recorded properly in the Utilities'
financial statements and disclosures not properly being reported on in the Utilities' notes

to the financial statements. Many of the assets and liabilities were not reconciled between

the general ledger and the corresponding detailed subsidiary records. Additionally, there

were several improper bank reconciling iterns on some of the bank reconciliations, which
resulted in the bank statement balances and the proof of cash totals not reconciling to the

detailed general ledger cash accounts for several months of the fiscal year.

Adjustrnents/disclosure changes were subsequently made by the Utilities to properly

include these amounts, including rnaking sure subsidiary detail and general ledger control
accounts all properly reconciled, and disclosures in the financial statements and notes

except as previously noted for the OPEB obligation.
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l3-c

Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Schedule of Findings

Fiscal Year Ended June 30. 2013

Recommendation - The Utilities should implernant procedures and controls and conduct
staff training to ensure all assets, liabilities, net positions, revenues, expenses and

disclosures are identified and included in the Utilities' financial statements and notes.
Detailed subsidiary records should be prepared for general ledger control accounts and
reconciliations ofthese records should be prepared on a monthly basis by an independent
person. Bank statsment reconciliations need to be verified that only deposits and checks
that have not properly cleared the bank and are an actual deposit/withdrawal are listed
reconciling the bank statement to the proof of cash totals and the detailed general ledger
cash accounts. Managernent should be monitoring procedures and controls and reviewing
the financial records/reporting on a regular basis to help ensure the accuracy of the
fi nancial records/reporting.

ResDonse - We have made improvements during the fiscal year to our accounting
procedures and controls and we will continue to strive on improving our financial
records/reporting going forward.

Conclusion - Response accepted. Please continue to develop procedures and controls to
improve fi nancial reporting.

Pawoll Procedures - We noted numerous handwritten entries on the timecards, rather
than a time being recorded by the time clock. Also, there were several instances
identified where an employee's time card and time sheet did not match as to the total time
worked; in each situation, the employee was paid for the hours shown on the time sheet,
not what was recorded by the time clock.

Recommendation - Any handwritten entries on the time cards should be kept to a
minimum and should be approved and initialed by managanent. An employee's time
sheet needs to match the ernployee's time card; any discrepancy between an ernployee's
time card and time sheet needs to be formally documented as to the reasoning and
initialed as approved by management.

Response - We will implernent procedures to address the payroll procedures noted.

Conclusion - Response accepted. Please evaluate your palnoll procedures.

Management Procedures - Based on findings during the audit, we identified that there
appears to be a need for a higher level of oversight by managernent over developing
intemal control, compliance and antifraud procedures and monitoring existing procedures
that are in place to ensure the procedures are enforced.

t3-D
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Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Schedule of Findings

Fiscal Year Ended June 30. 2013

Recommendation - Utilities managernent needs to evaluate policies and procedures to
ensure effective intemal control, compliance and antifraud procedures are in place and

monitored on a regular basis. Utilities management needs to review audit findings
identified and assess the level of risk associated with each finding and incorporate this
assessed level ofrisk into its developmenVenforcernent ofpolicies and procedures.

Resoonse - We will continue to work toward implonenting your recommendations.

Conclusion - Response accepted.

13-E Disbursement Procedures -We noted several instances where the only supporting

documentation on file was a copy of a credit card slip (no detailed support - mainly for
meal reimbursernents and a room service charge).

Recommendation - All disbursements, including employee reimbursernents, credit card

charges and petty cash disbursernents, need to be supported by an actual receipt or invoice

that supports the disbursernent in detail. Meal reimbursernents must be supported by a

receipt detailing what was purchased. The receipt or invoice needs to be marked "paid"
or otherwise cancelled upon payment to avoid duplicate payment and needs to be retained

and filed as proof for the disbursernent.

Response - We will stress to our staff the importance of retaining detailed support for all

charges.

Conclusion - Response accepted. Please review documentation retention procedures,

especially for meal reimbursernents and credit card chmges in general.

INSTAI{CES OF NON-COMPLIATT{CE :

No matters were noted-
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Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Schedule of Findings

Fiscal Year Ended June 30. 20f3

Other Findinss Related to Required Statutory Reportine:

l3-1

| )-z

I J-J

Certified Budset - The Rock Rapids Municipal Utilities is budgeted as a part of the City of
Rock Rapids. Disbursements, included in the City's budget for the Utilities, during the
fiscal year ended June 30, 2013 did not exceed the original budgeted amounts @efore
being amended) or the final amended budget amount for the Rock Rapids Municipal
Utilities.

Ouestionable Expenses - Certain expenses we believe may not meet the requirements of
public purpose as defined in an Attomey General's opinion dated Api125,1979 since tlre
public benefits to be derived have not bean clearly documented or the necessary
documentation to support the expense was not present were noted. These expenses are

detailed as follows:

We noted that the only support for several credit card charges was a copy of a credit card
slip and no detailed receipt/supporting documentation. The charges were mainly for
meal reimbursements and a hotel stay.

According to the opinion, it is possible for such expenses to meet the test of serving a
public purpose under certain circumstances, although such iterns will certainly be subject
to a deserved close scrutiny. The line to be drawn between a proper and improper
purpose is very thin.

Recommendation - All disbursernents should be supported by an actual receipt/invoice that
supports the expense in detail. Credit card charges must be supported by a receipt
detailing what was purchased.

Response We will evaluate our disbursernent procedures to make sure we retain proper
supporting documentation.

Conclusion - Response accepted.

Travel Exoense - No expenses of Utilities money for travel expenses of spouses of Utilities
ofiicials or ernployees were noted. However, please see "Other Findings Related to
Required Statutory Reporting: l3-2" for a possible related comment.

Business Transactions - No business transactions between the Utilities and Utilities
oflicials, anployees or family mernbers of officials/employees were noted.

13-4
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Schedule of Findings

Fiscal Year Ended June 30. 2013

13-5 Bond Coverase - Surety bond coverage of Utilities officials and einployees is in
accordance with statutory provisions. The amount of coverage should be reviewed
annually to ensure the coverage is adequate for current operations.

13-6 Board Minutes - The Board minutes did not reflect that two employees were approved to
be paid at hourly rates that varied from "Resolution Amending Personnel Rules and

Regulations to Revise Employee Salaries."

Recommendation - Any transaction that differs from a Board established policy or
resolution needs to be formally approved in the Board minutes.

Resoonse - We will comply with your recommendation in the future.

Conclusion - Response accepted.

13-7 Deposits and lnvestments - No instances of non-compliance with the deposit and

investment provisions of Chapters 12B and 12C of the Code of Iowa and the Utilities'
investrnent policy were noted.

l3-8 Revenue Bonds/Notes - The Utilities did not have any revenue bonds or notes payable

durins the fiscal vear ended June 30. 2013.
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Rock Rapids Municipal Utilities,
A Component Unit of the City of Rock Rapids

Staff

This audit was performed by:

David De Noble, CPA, Senior Auditor
Carmen Austin, CPA, Senior Auditor
Nathan Hoekstra, Assistant Auditor
Kavla Reck. Assistant Auditor

De Noble & Company PC

d/b/a De Noble, Austin & Company PC

Certifi ed Public Accountants
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